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ALBANIA 


BRIEFS 


TRADE TALKS WITH AUSTRIA--On 20-24 October 1983 the “conference of government 
delegations from the two countries on the commodity exchange for 1984" met 
for its fourth session in Vienna in keeping with section 11 of the trade and 
payments agreement between the Austrian Federal Government and the Government 
of the Socialist People’s Republic of Albania. On the Austrian side the dele- 
gation was led by Dr Erich Schmidt, state secretary in the Ministry of Commer- 
ce, Trade, and Industry, and on the Albanian side by Albanian Foreign Trade 
Minister Shane Korbeci. The lists of Albanian exports to Austria and Austrian 
wishes for exports in the coming year were discussed within the framework of 
this session. Last year commodities valued at more than 177 million schil- 
lings were imported from Albania, mainly fresh vegetables and chemical products. 
Austria mainly exported processed goods (paper and cardboard, iron and steel), 
powdered milk, chemical products, and machinery. Austrian firms are now 
negotiating over the construction of a ferrochrome plant, an edible oil re- 
finery, and a production facility for electric igniters as well as over de- 
liveries of a large boiler plant. [Text] [AU271444 Vienna WIENER ZEITUNG in 
German 26 Oct 83 p 7} 


CSO: 20/58 














CZECHOSLOVAKIA 


KESULTS OF 1983 HARVEST DISCUSSED 
Prague HOSPODARSKE NOVINY in Czech 23 Sep 83 p 1 


|Article by Zdenek Hoffman, deputy CPCZ Central Committee department head: 
"Results of 1983 Harvest" | 


\Text| Under the present conditions, particularly in view of the level and 
structure of the diet attained, the fundamental way toward the political- 
etrategic goal of increasing our self-sufficiency in food production is by 
achieving a priority increase in crop production over animal production. 
Although this calle for a comprehensive increase in crop production in all 

its branches, the dominant task continues to be grain production. Not only 
because of the big share of grains in the total sowing area of our agriculture 
‘approximately 54 percent of arable land according to tentative estimates by 
the end of the Seventh 5-Year Plan) and their share in the total value of crop 
production (approximately 40 percent), but primarily because we have not yet 
succeeded--even in the years with a relatively good crop--in covering our total 
needs satisfactorily from our own resources and grain imports have continued 
to burden the foreign trade balance of the agricultural and food complex 
considerably. 


Agricultural enterprises have paid really extraordinary attention and care 

to this task this year. This care and its result--the good establishment of 
young plants--have contributed to the fact that the grain crops were not more 
severely damaged in most areas even by the extreme weather conditions in June 
and July. 


it was, therefore, all the more important that also the harvest be success- 
fully carried out. Now, after the harvest ended even at the highest alti- 
tudes, it is possible to state that even this goal was essentially achieved. 
Despite considerable probl ms in the preparation of equipment caused by the 
shortage of spare parts which had to be again manufactured in the agricultur- 
al enterprises and STS [state tractor stations] themselves with the assis- 
tance of patronizing industrial plants, and despite the unusually rapid and 
miss maturing of grains--in contrast to the previous years, the harvest began 
practically everywhere 10-15 days earlier--the harvest got off to a good start 
and proceeded at an unprecedented rate and smoothly. 














One cannot naturally ignore the fact that the gathering conditions particular- 
ly in the first half of the harvest period were optimal. No less important a 
factor in completing the harvest without losses, however, was also the good 
organization. Although Its standard was not the same in all JZD's [uniform 
agricultural cooperatives] and state farms, and available equipment was not 
always effectively utilized, it was possible, due to this year’s favorable 
conditions, to use it, for example, not only in extended, but aiso in two 
shifts. As a result, the general utilization rate of machinery was rather 
high. This was facilitated by the activity of superior organs, including 
ministries, which kept a close watch on cooperation terms and arranged, after 
the harvest conditions deterilorated, for transfers of combines and organiza- 
tion of assistance in the transportation sector. During the harvest period 
approximately 4,560 combines, 1.e., 26 percent of the total number, partici- 
pated in cooperation registered in the krajs and center--excluding local 
assistance--including 1,000 combines which were involved in cooperation 
between the two republics. Last but not least, we must include in the key 
positive factors good training of people, in the first place combine oper- 
ators,and their unselfishness and responsibility in work. Despite their ef- 
fort to achieve the highest possible output, the overwhelming majority of 
combine operators paid foremost attention to the quality of work and checked 
whether losses were not occurring. 


The high level of organization and of work of combine operators and other 
mechanizers was reflected after the harvest conditions had deteriorated. 
Although the rains which drenched particularly the Central Bohemia, South 
tohemia and West Bohemia krajs interrupted and slowed down the harvesi, they 
did not disrupt it. Even the heavily lodged plants whose area was estimated 
at 400,000 hectares in the CSR did not result in enormous losses and due to 
the rapid mowing and rapid postharvest treatment even the quality of the grain 
did not markedly deteriorate. 


Subsequ .. work was also well organized. Special appreciation must be expres- 
sed to the farmers of the West Slovakia kraj who managed to remove straw from 
the flelds within a week after the harvest. Among the Czech krajs the North 
Moravia kraj must be especially mencioned. 


Assistance of other sectors, national committees and macs organizations also 
played a big part during the entire harvest period. In the first place, as 

it follows frem the nature of harvest work, which is almost completely mech- 
anized, this involved temporarily releasing and hiring qualified workers as 
‘upplementary operators of harvesting equipment, tractors and postharvest lines, 
and naturally also to help with the means cf transportation. It is encouraging 
that many of these “helpers” come to JZD's and state farms regularly, on their 
own initiative, some of them even during their vacation, and then regard a 
successful completion of harvest as something which concerns them also. It 
hecame apparent again that assistance was particularly effective and without 
problems in those Instances when it was based on concrete agreements between 
the patronizing and agricultural enterprises, which anticipate that during 
their slack period the cooperatives or state farms will help, with their labor 
force and equipment, their patrons in the implementation of their tasks. 








The most important fact, of course, is that we can be satisfied with the har- 
vest results. Despite certain prior fears aroused by the tropical heat 
wave--the official estimates as of 15 June still had anticipated a production 
loss--both the tentatively estimated vield per hectare and, what is naturally 
of decisive importance, total grain production have been statewide surpassed. 
According to the preliminary estimates which have been made in a number of 
okreses already on the basis of the final harvest results, the crop of basic 
grains will be 150,000-200,000 tons bigger than the production anticipated in 
the plan for this year. Both republics and essentially also all krajs wiil 
fulfill the plan. Although the figures from the regions in which the harvest 
was not completed when the estimates were made may have to be adjusted, the 
changes can no longer be big and as the ongoing computing--for example, in the 


Central Bohemia kraj--indicates, the final harvest results will definitely be 
not worse. 


The average yield per hectare increased from 4.12 tons expected in July--un- 
doubtedly due to the good course of harvest and minimization of losses--to 

4.3 tons for the entire °SSR. This level also has never been attained in 

the past. The size of the crop was most affected by the two most productive 
krajs--the West Slovakia kraj, which attained 5.2 tons, and the South Moravia 
kraj, with a yield of 4.82 tons. In contrast to previous years, the yields 

and total production significantly increased, particularly in the North Moravia 
kraj and, despite the complex conditions during the second half of the harvest 
period, also in the Central Bohemia kra,. 


Among the individual types of grains the best results were again achieved in 
wheats. According to the finding in August, their yield per hectare is 4.83 
tons and is about the same in both republics. In barley, on the other hand, 
which is our second most widespread grain, with a long cultivation tradition, 
the average yield is less than 4 tons. Even if we take into account the fact 
that very favorable conditions existed for sowing wheats and overwintering 
young plants, and also that our farmers have at their disposal a large as- 
sortment of its very efficient varieties at the present time, it is necessary 
to analyze in detail the causes of such a big difference between the yields 
of our two principal grain crops and to draw conclusions for the preparation 
of the next harvest. 


The purchase of basic grain crops for the state reserves also proceeded with- 
out more serious problems. The quality of purchased bread grains is satis- 
factory and conforms to the flour mills’ and bakeries’ requirements. The 
target for the purchase of malting barley was also met. Its quality, however, 
was affected by the unfavorable conditions in some places during the period of 
maturing. The purchase of grains for fodder reserves proceeded smoothly and 
more rapidly than in previous years. 


we can be fully satisfied with the course and results of the harvest of rape, 
which is our principal oil-plant. This proves that the significant financial 
incentives for agricultural enterprises designed to increase its procuction 
have been really effective, because the sowing area was bigger than in the 
previous years and the yields per hectare high} according to the estimate 
914,000 tons of rape were harvested, i.e., 56,900 tons more than the 




















orientation plan had anticipated, and the purchase for the state rererves was 
fulfilled by approximately 120 percent. Since we still import large quantities 
of oil-plants and vegetable oils, this bigger production represents a savings 
of ¥cs 30 million in foreign exchange at FOB prices. 


The good results achieved in the production of basic grains, however, cannot 
lead to complacency. In the first place, we must realize that it will be 

the corn crop which will decide whether the total target of 11 million tons 
set in the plan for grain production will be met. Since it was precisely the 
corn-growing area which was most affected by drought and heat, a considerabie 
part of this area was poor in grain and the harvest ic expected to be below 
the plan target. Some plants must be harvested and used in a different way-- 
by ensiling them or by subjecting them to hot air drying. Agricultural 
enterprises, however, must thoroughly think over guch measures before ef~+ 
fecting them. In evaluating plants, these enterprises must regard as their 
main objective the production, despite the lower yields per hectare, of 
grains which are an indispensable component of the fodder compounds. It i+ 
naturally desirable to evaluate the possibility of leaving some corn designed 
for sllage--in the areas not designated as corn-growing--to grow until matur- 
ity or harvest it by sorting out some corn for processing. 

This year also the produced grains, particularly those designed for fodder, 
must be handled everywhere--even in the areas where high production was 
achieved--with economy and responsibility from the very outset. Their 
consumption must be planned and regulated in accordance with the plan of 
increased animal production so that the planned resources will satisfy the 
needs until the next harvest without problems. It is all the more demanding 
because due to drought less bulk fodder will be available in some krajs. 


{ f 9400/16 








GERMAN DEMOCRATIC REPUBLIC 


WEST GERMAN DISCUSSION OF RECENT ECONOMIC DECREES 
West Berlin DIW-WOCHENBERICHT in German No 41, 13 Oct 83 pp 509-515 


/Article by Angela Scherzinger, German Institute for Economic Research: “Further 
Developments of the Economic Mechaniem in the Gor" / 


/Text/ Increased efforts for improving the efficiency of the GDR 
economy have been evident since the early 1980's. They were in- 
spired by the change in foreign trade terms, in particular the pre- 
sumably permanent deterioration in the terms of trade caused by 
higher prices of raw materiale and energy sources. Economic growth 
was therefore to be achieved with the same or, preferably, reduced 
use of raw materials as well as with stagnating investments, and 
the cost/profit ratio fundamentaliy improved with the slogan of 
“resolute intensiticacion.” 


Since early 1982 a veritable flood of new decrees has been issued 
to this end.! They concentrated minly on the improvement of pro- 
fitability in the combines (nre regulations on “economic account- 
ing”* and on research and development). Some of the decrees aust 
also be interpreted as the economic leadership's reaction to the 
growth of the combines’ economic power. 


The reorganization of the system in terms of economic laws con- 
tinues. This report is intended to provide a survey of the last 
few months’ new regulations. 


Indices of Performance Appraisal 


in the CDR economic system, the plan targets mandatory on combines and enterprises 
represent the key tool for the control of the production program; at the same time 
they serve to check performance and are also designed to provide incentives. The 
organization of a plan target system consistent within itself is a key problem--as 
has been evident by the constant revisions that have occurred ever since the planned 





economy began to operate. 


In the 2943-1970 reforms, the volume of mandatory quotas was gradually reduced; firm 
production quotas were issued only for “structure determining” sectors, Since recen- 
tralization (late 1970) and the return to (primarily) goods planning, the system of 














indices has again become more detailed. In 1970 47 targets were assigned; the plan- 
ning orders issued in the meantime show up to about 80 targets for annual planning 
(of course there are less in the five-year plan). The nomenclature of plan targets 
may be classitied as follows: 


1. Targets relating to production and performance goals (such as output volume, ex- 
ports); 


2. Targets relating to the use of resources and admissible expenditure (such as 
materials, manpower, wage fund, investments); 


3. Targets relating to efficiency (euch as productivity, export profitability, basic 
asset quota--in other words capital productivity--,the utilization of plants in 
terms of hours of operation’, 


%. Targets relating to economic stimlation (such as allocations to the premium 
fund). 


since the mid-1970's and on the same lines as in the Soviet Union, GDR economists 
have increasingly discussed the topic efficiency accounting, including attempts to 
develop new indices. However, up to 1980 industrial goods production (gross out- 
put) represented the main index figure with respect to planning and accounting, 
though other quotas, in particular productivity, were also emphasized. 


We mist therefore consider it a new control concept that, since 1980, several “main 
indices of performance appraisal” in conjrnction with “other qualitative indices” 
have been defined and declared mandatory by way of decrees, and that they have deen 
clearly isolated from the total of all indices. 


The main indices of performance evaluation are to be broken down as defined, measur- 
able and checkable target dimensions to enterprise departments, foremen sections and 
brigades, and these bodies must then derive their assignments from the breakdowns. 
implementation is to be accounted for by way of the so-called record book of workers’ 
performance.? This is also to be used as a yardstick for premium allocation. The 
demand for breaking down the plan is basically nothing new; however, earlier practice 
has frequently been subjected to criticism. Moreover, main indices may also serve 
as criteria for checking the success of enterprise and combine directors (as well as 
of superordinated executives). 


The composition of main indices and other importa.t indices has been changed in 
1980-1983 (see survey). The main indices of performance evaluation in 198% plan 
dratting are Net production, net profit, products and services for the public, ex- 
ports “Other important qualitative indices” relate to productivity, costs--special- 
ly materials costs--, quality and new developments. The elimination of industrial 
voods production as a main index figure’ is due to its disadvantages (materials 
wastage, inflated cooperation). “Net production” is intended conversely to reflect 
the internal net product Coutpu: less materials consumption and depreciation). Net 
profit has been upgrece' from a subsidiary to a main target and assigned 4 higher 
value. It is designed t.) be a,general indicator reflecting primarily the improve- 
ment of the cost/profit ratio. The total of currently 8 indices is to simulta- 
neously determine so many important target figures that defects may be lessened and 
pportunities for manipulation--feasible when only a single index is set--restricted. 





Indices of Performance Appraisal 
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services, repairs, transportation, storage costs, other productive services) ./. 
rent and lease payments ./. depreciations.-- 2) In the GDR the term “basic material” 
includes all work objects that make up the material substance of products. If thus 
representsonly one part of the comprehensive term "materials." Materials--basic 
materials plus energy, water, fuel, mocor fuel and lubricants plus miscellaneous 
materials.-~- 3) Net profit (simplified): Uniform operating result of enterprises or 
combines (that is including foreign trade profits and losses) plus allocations in 
accordasce with legal regulations ./. production fund levy ./. profits not based or 
own economic performance ./. profits due to transgressions of the manpower plan 

./. penalties payable to the state budget. 


Sources: Order of June 1980: GB1 DER DDR, Part 1/1980, pp 195 ff Cin effect as of 
\981 Plan Year). Order of April 1981: G61 DER DDR, Part 11/1981, pp 149ff Cin ef- 
fect as of 1982 Plan Year).--Order of March 1983: Special issue of GBl DER DDR 

No 1122/1983 Cin effect as of 1984 Plan Year). 








No experiences gained with regard to the efficacy of the new combination of indices 
have yet been published. In connection with the introduction of "net production" 
a6 4 main target figure (1980), the cconomic press of the GDR has already presented 
some diagrammatic calculations” that will be offered here complete with an exten- 
sion by the effects on profit? (gross profit): 


The model calculation assumes that 


- Prices remain steady, 


r 


industrial goods production is raised by 5 percent, total wages and salaries 


paid by 3 percent, 
~ Materials use remains steady, 


~~ In the basis period, enterprise A has a previous stage rate of 70 percent (net 
rate of 30 percent), enterprise B a previous stage rate of 30 percent (net rate 
of 70 percent), 


in the basis period half of net production is accounted for by the wages fune in 
both enterprises. 


Net production is the difference between industrial goods production and production 
consumption. In consideration of the above assumptions, their development largely 
depends on the rate of previous stage work in goods production. The same applies 
inalogously to net profit. In enterprise A net production rises by 17 percent and 
profit by 90 percent; in enterprise B the corresponding growth rates amount to 

/ percent and 11 percent respectively. In other words, the lower the net rate and 
the rate of profit in the gross product, the more demonstrably this example shows 
that materials conservation produces an increase in net production and profit. In 
principle, therefore, the effect of the pw target figure points in the right direc- 
tion. Those enterprises are rewarded, which achicve major productivity increases 

in relation to their low added value, and for which materials savings are specially 
smportant from the national standpoint, duc to the elevated amount of previous work. 














Still, the performance reserves of those enterprises are not developed, that used 
to operate without regard to conservation. With the new indices also they are 
better off than all other enterprises. 


Model Calculation 





Basia Period Plan Period Percentage Changes 
A B A B A B 
1. Industrial goods 
production 
(Target: 5 percent 
increase) 100 100 105 105 + 5 + 5 
2. Production con- 
sumption 
(Target: steady) 70 90 70 30 0 0 
), Net production 
(Result of 1 ./. 2) 90 70 35 75 + 17 + 7 
4. Gross wages and 
salaries paid 
(Target: 3 percent 
increase) 15 35 15.5 36.1 + 3 + 3 
5. Gross profit 
+ 30 + 11 


(Result of 3% ./. G) 15 %5 19.5 38.9 
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In addition system inherent objections apply to net profit--and to a certain extent 
to net production, too. The significance of any value index depends on prices. 
However, the price system in effect in the GDR fails to reflect the economic scarci- 
ty relations--despite many changes--; profit, therefore, can be no more than an in- 
adequate indicator of efficiency. As long as there is a sellers’ market, there is 
aleo the danger that (preferably) easily profitable assortments are produced at the 
expense of others Cand in fact “DR economists sometimes admit this). We thus find 
the statement: “Sold production cannot be automatically equated with the appro- 
priateness of output to demand , "10 For some time demand appropriateness was to be 
enforced by the indicator “contract appropriate production" (this is already being 
done in the latest Soviet reform experiment). However, in 1983 the GDR dropped 
this additional index figure, ‘ow central direction of gocor tment and price group 
pianning has been extended by a new passage in the law.! Furthermore, profits 
arising as the result of infractions of plan targets relating to assortment, must 
always be paid over to the state budget. 


The till persisting uncertainty about the effect of the target "net profit" is 
confirmed by Guenter Mittag, Politburo member in charge of economic affairs. He 
asve that the system of economic accounting should first be so organized that higher 
profite are aleo the reflection _of progress with regard to quality, demand, lower 
costes and export profitability. 
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The following applies to almost all indices: The appraisal of the standard 
achieved usually proceeds on the basis of plan-actual performance comparisons. 

The plan itself, though, is not necessarily to be equated with the performance that 
may objectively be achieved. When indices are determined within the framework of 
plan drafting, the enterprises may still exercise some influence, especially because 
they provide the necessary data to the central planning agencies. Experience has 
taught that enterprises tend to keep back performance reserves so that the plan may 
not include “overambitious targets” to the extent possibly desired by the central 
authority. This explains the fact that in the GDR “the ambition of the plan" is 
constantly propagated as “an important criterion of performance and the objective 
basis of performance appraisal altogether .""14 This basic problem, though, cannot 
be resolved by even the most sophisticated change in the system of indices. 


New Legal Regulations 


Let us explain some of the regulations that have flooded forth in recent months. 
They typefy the current efforts regarding the further organization of the economic 
mechaniam: 


Decree on the Work with Norms and Normatives of Materials Consumption and Stockkeep- 
ing of | July 1982--took effect upon publication--(GB1 DER DDR, Part 1/1982, 

pp S15ff). Normatives of materials consumption are mandatory state plan quotas; 
they determine the upper limit of the product specific consumption of nationally 
important materials and raw materials. Norms of materials consumption are ascer- 
tained at enterprise level and are the basis for the determination of the normatives. 
Distinguished as quality stages of norms are: Technical-economically justified 
materials consumption norms (computer analytical definition of “objectively neces- 
sary” consumption); experience statistical materials consumption norms and prelimi- 
nary materials consumption norms. At the present time some 12.5 enterprise norms 
deal with more than 95 percent of the basic materials and about 60 percent of the 
consumption of ancillary and repair materials; 10 percent of materials costs in in- 
dustry and construction are not yet regulated by norms. ! The new decree replaces 
4 different and sometimes up to 10-year old legal provisions and supplies stricter 
instructions for the drafting, supervision and extent of the binding force of the 
confirmed norms and normatives. It should be noted that the premium regulation-- 
designed to create performance incentives--has been more precisely defined and com- 
plemented: Premiums may be paid not only when norms are undercut but also (in the 
case of “best values") when they are merely observed. Despite generally positive 
reports about the advantages of bringing norms up to date, some GDR publications 
have also printed criticioms, for example to the effect that more materials are 
etill — justified by normatives~--here again it seems that adequate checks 
are lacking.’” 


Transport Normative Order of 1 June 1983--taking effect upon publication--(GB1 DER 
DDH Part 1/1983, pp 166ff). This decree is part of a bunch of measures!’ based on 
a Council of Ministers’ resolution of July 1979 and designed to lower transportation 
costes in general, The proper approaches are said to be improved division of labor 
ind rationalization in the transportation system itself, rationing and transport 
balacing (by a special transport balance decree of 31 December 1981) and the long: 
term optimalization of the location of industry. The transport normatives ire to 








complete the system of standardizing production consumption. However, these norma- 
tives were and are being introduced very gradually: In the first stage (1982) on 
an experimental basis in the Riesa Pipe Combine and four other combines, in the 
second stage to which the above mentioned new decree refers, other transport inten- 
sive industries are included (thereby picking up 80 percent of domestic freight 
transport): The combines of the manistries for Coal and Energy; for Ore Mining, 
Metallurgy and Potash; for Chemical Industry; for Construction and for Agriculture, 
Forestry and Foodstuffs. Transport normatives are defined as relative indices (for 
example transport costs in marks or transport services measured in tons/kilometers, 
respectively relating to the production value). They are to be drafted at enter- 
prise and combine level. By contrast the transport indices introduced in 1981 are 
centrally plan mandatory dimensions having the nature of rations. It is hoped in 
the GDR to garner decisive “intcnsification reserves" by lowering transport costs 
because--despite remarkable successes !8 in recent years-~specific transport costs 
are considered unduly high by comparison with the P&c. 


Stock Utilization Order of 14 April 1983--taking effect upon publication--(GB1 DER 
GOR Part 1/1963, pp 146ff). This refers to stocks of materials (raw materials and 
other substances, components, spare parts) that are not used in the current plan 
year nor in the following year for production in the enterprise. They are to be 
ascertained ar 1 allocated to profitable utilization: By sale to the trade in means 
of production, the retail trade, enterprises requiring the particular item, or by 
exports, If the need arises, the original producer enterprises may even be ob liga- 
ted to buy them back, if the processing of the products is necessary and possible. 
The order does not, however, refer to the much more frequent case--about 80 percent 
of the excess stocks held in the ec onomy 9--that enterprises keep inventory reser~ 
ves for their current production. The earlier practice of stock management was 
sharply criticized by Honecker: “Many of our enterprises are acting as if excess 
plan stocks did not cost any money. Evidently economic accounting still allows too 
"20° This order has opted for administrative regula- 





much scope for such practices, 
tion to abolish these abuses. 


Decree on Annual Reporting in the Nationally-Owned Economy of 23 June 1983--taking 
effect on 1 August 1983--(C81 DER DDR, Part 1/1983, pp 193ff). The decree refers 
to the annual reporting by the general directors of combines, foreign trade enter- 
prises and enterprise directors to their respective superordinated agencies and 
replaces a decree dating from 1969. The new regulation is more detailed; the key 
points of performance checks cover the entire spectrum of the “intensification key 
" (yerification of the efficiency of all production factors). To be verified 
in particular is the ability to ensus the planned export profitability and the 
planned toreign exchange yield. The reports by various supervisory authorities are 


por | 


enliated for this annual reporting 


Order on the Finaneing Directive for the Nationally-Owned Foonomy of 14 April 196% 
taking effect on | January 1984--CCB1 DER DDR, Part 1/1983, pp 1I0ff). The por- 


tion of the net profit earned in excess of the plan and remaining to combines and 


enterpr in generally limited by a state “normative.” Until now at least 50 per- 
cent had to be paid t> the state This quota is absent in the new decree. If the 
ibove plan net profit has resulted from exports, enterprises may use it for their 


own funds to a certain xieont beyond the combine-sp ific determined portion. 














Order on the Planning, Formation and Distribution of the Performance Fund of 
National ly-Owned Enterprises of 14 April 1983--taking effect on 1 January 1944-- 
(CBl DER DDR, Part 1/1983, pp 121ff). This order is a rare example of considerable 
simplification of earlier provisions. The minutely regulated 1982 criteria for the 
allocations to the performance fund were abandoned. Now only the nt profit earned 
in excess of the plan as well as the above plan export profit represent the general 
yardstick for allocation to the performance fund. The general upper limit of M300 
per full employment unit has been abandoned, but there is a limit of M150 each per 
full employment unit. The performance fund will also be involved in financing the 
internal production of operating aids ("own production of rationalization aids"). 
Moneys of the performance fund may also be employed for own construction work over 
and above the state quota investment volume. 


Decree on the Planning, Formation and Distribution of the Premium Fund of Nationally 
(nuned Enterprises of 9 September 1982--taking effect on 1 January 1983--(GB1 DEK 
DDK Part 1/1982, pp 595ff). This offers sufficiently variable criteria for alloca- 
tions to the premium fund, so that, basically, the new main indices of performance 
appraisal may be tacen into account. We learn from a recent commentary ! that net 
profit and net production are to be decisive for the formation of the premium fund. 


Decree on the Production Fund Levy of 14 April 1983--taking effect upon publication 
~-(GBL DER DDR Part 1/1983, pp 106ff). Already since early 1982, an additional 

6 percent tax (a kind of interest on capital) is levied on top of the normal produc- 
tion fund levy, usually amounting to 6 percent, if investments are not taken in ser- 
vice on time (for the period from planned to the actual beginning of operations) 
as well as for excess plan stocks (materials, unfinished products and finished preo- 
ducts) up to the time of their running down. The new decree establishes a “penalty 
tax’ of & percent for a third case--on equipment if the state normative for its 
utilization in terms of operating hours is not observed (if the normative falls 
below by less than 10 percent, the levy is reduced to 3 percent). The efficacy of 
this provision is somewhat doubtful, because the extension of shift work normally 
meets with serious resistance in the GDR, due to the greater difficulties involved 
with respect to living conditions. The SED in fact lists another reason: "Dis- 
rupted materials flow, lack of tools, technical breakdowns, and so on, not only 
reduce the possible performance results, they also somehow debilitate the argument 
regarding the necessity for better shift utilization."22 


Order on the Review and Amendment of the Normative Length of Time of Utilization 
and Depreciation Rates of Basic Assets of 2 August 1983--taking effect upon publica 
tion--(CB1 DER DDR Part 1/1983, pp 236ff). This is aimed at extending the former 
length of time of utilization by at least 30 percent. It provides the legal under 
pionings for the long-standing demand to restrict plant disposal to the absolute 
minimum and retain the existing stock of machinery for as long as at all possible. 
This results in a reduction of annual depreciations and allocations to the amorti 
zation fund. While effects on costing are to be presumed, they are not mentioned. 


The following decree is the one with the most drastic impact of all the many new 
regulations: The Decree on the Contribution to Social Funds of 14 April 1983-- 
taking effect for centrally managed industry on 1 January 1984 and for the con- 
struction industry on 1 January 1985--(GB1 DER DDR Part 1/1983, pp 105f). The ds 


cree provides for a levy payable to the state rather like a tax on total wages and 











salaries paid: The wage fund is the basis for determination, and the tax rate 
amounts to 70 percent. As a financial regulation in the transitional period, enter- 
prises are granted a “state proceeds subsidy” from the state dubet. The levy is a 
part of enterprise costs. As a new “economic lever,” the levy represents the cur- 
rently most significant change in the system of economic accounting. The extremely 
nigh tax rate has a serious impact on costing, the cost structure of enterprises 
and the state budget. We cannot yet foresee the flanking measures that are likely 
to be adopted (price changes, subsidies). In any case, consumer prices are not to 
be affected, Basically to be welcomed is the higher value placed on the manpower 
factor, designed to encourage its more rational use. 


Out look 


The present changes in the economic mechanism continue a trend noted since the be- 
zioning of the 1980's. Two tendencies are typical: On the one hand we find rudi- 
ments of a refinement of monetary control--an attempt to develop a system of incen- 
tives rewarding conservation of resources and good export performances. On the 
other we see a flood o§ ,new detailed laws on the control, the direction of the goods 
sector, and balancing. The contradictions between these two trends may be ob- 
served by looking at the role of net profit. Economic accounting focuses on profit 
--detailed economic criteria are fixed in order to make the amount of the profit 
remaining to the combine dependent on the fundamental improvement of the cost/profit 
ratio and eatisfactory export performance. However, profits are anlikely to achiew 
the intended "lever funetion” as Long as the decisionmaking authority of combines 
and enterprises with regard to profit distribution is so severely limited (due to a 
bureaucratic and centralived investment application procedure and a generally limit- 
ed field of action with respect to the planning of the production program). 

A COR soint out the “contradictions of the socialist management system" 
ind raise the question of “the role and interrelationship of direct ‘administrative,’ 
central and local state management and the use of ‘indirect’ management methods 

that are usually interpreted as the increased application of goods-money mechanisms 


2th 


ecornom), ata 


at type if individual and collective material interestedness. 


The increased ramifications of the structure of economic law demonstrate the con- 
‘tant necessity to react to system deficiencies. The multitude of changes “in small 
iteps” does not, th ugh, amply the renunc iation of the basic principles of the 


— 


former cCconomic system. , 
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GERMAN DEMOCRATIC REPUBLIC 


DROUGHT EFFECTS ON SOIL CONDITION 
Fast Berlin NEUE DEUTSCHE BAUERNZEITUNG in German No 40, 7 Oct 83 p 5 


Grricle “Better Moisture Penetration with Timely Fall Plowing,” signed by 
br. Dietmar Krumbiegel, Meteorological Service of the GDR, Advisory Group 
for Meteorology in Agriculture, Potsdag/ 


[Text] Kather high day-time average temperatures at the beginning of the 
month were followed by normal temperatures. Somewhat too cool and somewhat 
too warm days balanced each other out. Up to 22 September there were some 
isolated cases of rain throughout the GDR, which generally did not amount to 
much. Beginning with the 25ch day of the month, there was no precipitation 
worth mentioning. whereas in the first two ten-day periods there was rela- 
tively very little sunshine, mostly above-normal sunshine prevailed in the 
third ten-day period. The temperatures in the surface soil sank and went 
below the 15-degree level approximately 5 days earlier than is usually the 
case. At the end of the month, extensive readings of 14 to 16 degrees were 
taken at a depth of 50 cm, and readings of 13 to 15 degrees were taken at a 
depth of 100 cm. The presence of water in the subsoil increased temporarily, 
whereas the water deficit continued to exist in the lower reaches of the soil. 
Frequently the moisture content came close to the fading point sec that 
biological processes in the soil were influenced negatively. 


Intermediary summer produce, beets, late-season vegetables, and grasslands 
utilized the increasing water supply in the first 10-day period. Germination 
conditions improved for winter rape, intermediary winter produce, and other 
fodder-plant seedings. The phenological climatic effect was reduced from 

& to 12 days to 6 to 9 days. 


In connection with the work in the fields, an increased expenditure of trac- 
tion energy and work shifts was necessary (clumps, slow settling of the tilled 
soil). Since the conditions for drying deteriorated, the thir cutting of 
grassland had to be siloed in mostly fresh condition. While the need for 
watering decreased, it did in fact exist to a greater extent than in other 
years. As a rule--as was the case in 1982--a definite gain of time was 
achieved in the work carried out in the fall. 


it is not to be expected that a mild winter will once more balance out 
arrears in the development of rye and wheat stocks. It is expected that the 
seedings will, corresponding to the existing water reserves, develop a flatly 


1/7 





extending root system. Due to the summer-like dryness, the potéetoes have 
azgec physiologically. For this reason, the harvested crops are to be 

cooled down to the optimum storage temperature in order to suppress germina- 
tion. 


fhe continuing moisture deficit gives rise to the assumption that the soil 
temperature may sink quickly. Timely fall furrowing makes possible good 
absorption of precipitation. If soil moisture is to attain soil capacity, 
then fall and winter would have to bring us abundant precipitation. 


B272 
CSO: 2300/44 











GERMAN DEMOCRATIC REPUBLIC 


SHEEP: ENVIRONMFPNTAL, AGRICULTURAL ROLE 
East Berlin NEUE DEUTSCHE BAUERNZEITUNG in German No 36, 9 Sep 83 p 9 


(Rrticle: “A Herd of Sheep Belongs on Each Cooperative," signed by Rudolf 
Matschke, member, Ministry for Agriculture, Forestry and Foodstuffs,] 


(Texf7 The “Decree Concerning Full Utilization of Absolute Sheep Feed" and 
Organization of extensive Pasture A veas for Sheep Herds” became effective on 

1 February 1983. It is intended to make a substantial contribution to bringing 
about an increase in sheep stocks for the purpose of producing more wool and 
meat at the least possible expenditure of feed. All LPG's (Agricultural 
Produce Cooperativeg], VEG's /Gtate farmg], and their cooperative installations 
have thereby been assigned the task of developing the organization of exten- 
sive pasture areas particularly for ewes, wool-producing sheep, and lambs and 
of ensuring intensive utilization of all available feed reserves. 


Cultivate the Countryside and Reduce Expenditures 


the sheep stocks of the GDR are by 1990 to be developed to a size of at least 
5.3 to 3.5 million animals, and wool production is to reach the 9,000 ton 
level. It will be necessary to achieve more effective utilization of the 
available usable agricultural areas and other workable land in our economy by 
way of measures for the cultivation of our countryside. Feed which would 
otherwise be lost for our people's economy is to be used in the interest of 
wool and meat production. Such grazing reduces the expenditure of those types 
ot feed which may also be used for other kinds of animals, saves manpower, 
reduces production costs, and lowers feed ¢nd stable manure transportation 
expenditures. 


One refers to “absolute sheep feed" when speaking of feed which cannot be util- 
ized effectively through any other method or for any other animal category. It 
includes the following: 


1. Vegetation which is not worth cutting 


~~ on land utilized agriculturally for field-grown feed, intermediary crops, 
soll-covering vegetation, and other vecetation-covered areas, 
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. m gurtaces outside the agriculturally utilized areas, such as wasteland, 
jemolition and badland areas, road ditches, embankmernis, dumps- hillsides, 
and industria’ sites. 


- Post-harvest residue feed left on wheat, potato, sugar-beet, field-grown 
feed, intermediate crop and vegetable fields and meadows. 


5. Feed material used tor seed protection, especially on winter wheat 
fields. 


miitold Organizational forms Are Proving Effective 


inclusion and organization of all these types of areas require close coopera- 
tion between the LPG’s and VEG'’s for plant and animal production and between 
si) enterprises and installations in a given territory. In this connection, 
manifold organizational forms can prove to be effective. 


ne share of absolute sheep feed in total avaliable feed still varies con- 
iderably in the LPG's and VEC's. The example of the produce production 
LPO in Doemmitz, Saalkreis shows us just what possibilities and reserves 
actually do extat. it makes use of the leavings left over from the grain 
irvest, such as chaff and things like that, energy-rich leavings from the 


sy tories, and discarded vegetable and fruit substances. The exper- 
yathered by this LPG also show that herds are best placed where 
ineolute sheep feed is available. For this reason the Doemnitz shepherds 
ive discontinued thelr practice of concentrating their flocks at one 
ition, Through dispersing their flocks in different locations of their 
territory they have achieved feed economy. In this connection the share of 
lute sheep feed in the overall feed supply has been increased from hither- 
t rcent to 35 to +0 percent. 
beolute Sheep feed Can Be Gotten Free of Cost 
i ecessary “at Veep be kept on every cooperative. In this connection 
the perative counctis should orient the cooperative etforts aiming at 


itual benefite as well as at benefits for our national economy towards a 
eprehensive opening up of all teed reserves. Primarily, they must on the 


r 
tt { feed supply plans ensure the creation of a "green conveyor belt” and 
ring avout «a maxioum extension of the grazing period. With regard to the 
fina 1) aspects, the heep-rateing LPG'’s and VEG's should incur no costs for 
itior f te cep teed. they will make sure that these 


will be utilized in the course of the available time period and that 
ayricultural cultivations wiil be damaged during these sheep-grazing 


weotivit peto-date grazing practices and adequate qualification of the 
wepher re prerequisites for this. but also shepherding competitions and 
yperience exchanges, as well as proper remuneration which involves the 
i erds’ iterial interest In ti itilization of absolute sheep feed for at 
eant 250 t 100 days per year, contribute to the realization of the plans 

¥ . . ye ted ds ree, 

















HUNGARY 


SMALL COOPERATIVES PROVE EFFICIEN,, POPULAR 
Budapest FICYELO in Hungarian 27 Oct 83 p 7 
[Article by Dr Istvan Lendvai: “The First Year of the Small Cooperatives” | 


[Text! During 1962, 145 small cooperatives have been founded. This is 17.2 per- 
sent of the number of traditional cooperatives. From the new cooperatives 41 
arose trom already existing cooperatives and 104 have been set up from scratch. 


From the net income of those small cooperatives which issue balance-sheets 

2.5 percent of the product value is derived from industrial, 21.3 percent from 
construction industrial and 4.2 percent from personal and economic service 
activities. The sales income of the small cooperatives amounted in 1982 to 

1.4% billion forints. The value of the per capita product of those employed in 
small cooperatives was 140 percent in industry, 120 percent in construction 
industry and 420 percent in services compared with the per capita product value 
of thelr counterparts in traditional cooperatives. in other words the 
productivity of the small cooperatives has significantly surpassed the level 

of the traditional cooperatives, already in the first year of their existence. 


The small cooperatives have arisen in the areas of labor-intensive and low 
capital-intensive production and activities, in the machine industry, for 
example, tor repair work and for certain producti«n and service tases which 
require sophisticated intelligence, for instance technological planning, plant 
and manpower management, and also in the areas of trades with a high level of 
manpower demand, for example the insulator industry. The small cooperatives 
have sold 96 percent of their products on domestic and 4 percent on foreign 
markets, 9.6 percent of the Latter were convertible currency markets. Thus 
these organisations are basically meeting domestic demands, but they have also 
made a contribution to industrial export. Unfortunately we have no records 
concerning their indirect contribution to exports, yet such an analysis would 
weigh considerably in the essessment of cooperative economy as a whole and 

of the small cocperatives in particular. 


The sales profits of the small cooperatives was 21.6 percent in 1982. This is 
considerably higher than the profit level of the traditional cooperatives 
(12.2 percent). 








their revenue is derived trom the following economic branches: The sales protity 
of the newly tounde4 small cooperatives are, with the exception of the 
Latszeresz Kisszovetkezet (Optical Small Cooperative), relatively larger within 
each economic branch and within each of the sub-branches then the protits of 

the traditional cooperatives and those small ones which have been formed from 
Aafger cooperatives. 


However, the protit leve: of the latter is still higher than it had been | «tor 
the epiit. The sales profits of the smal! cooperatives, which have been formed 
trom the traditional ones, has increased after the transformation by 1./ percent 
in industry, and much more, i.e., by 18 percent in economic and personal 
services. Yet, it has remained stagnant in the construction industry. 


Large Protits 


lhe Higher protit-level in small cooperatives is a result of varicus collateral 
factors. These organizations have “ab ovo" arisen in areas of greater profit- 
wiiity. ihus the contents of personal and economic services in small coope ra- 
tives ditter greatly from those in the traditional ones. While ‘air-dressing, 
ostmetics and other services of low lLucrativity represent the dominant sector 

sf the traditional cooperatives’ activities, in the small cooperatives plant and 
hunpower Management, technical deve lopment and other professional consultant 
tivities are prevailing, which yield higher rates of profit. 


ihe tact that small cooperatives in the construction industry are working at 
jigher protits than their traditional counterparts is due to the fact that the 
tewily tormed small cooperatives are performing basically repair and maintenance 
w tivities, which belong to the free price sector and thus yield higher profits. 


ihe taxation of the small cooperatives is based on their gross income, in other 
words they return a determined percentage of their income to the state and can 
ireely dispose of the balance for development objectives and for an increase in 
thelr members’ income. Thus, in their case the rules concerning income check- 
ing by Means of progressive income taxes are not operative. This circumstance 
mes, Of course, their members interested both in increasing the sales revenue 
good work and rational “agement through saving expenses for personnel, 

iteriai, energy and otfice overhead. The small cooperatives care more about 
rational expenditure management because of the greater financial stake and 
responsibility of their members. 


i’ ' ew te Peel. of Wayes 
if newly matituted small cooperatives have closed last vear with a loss. 
ey tow settle their losses and the deticit in their fund tor special purposs 
Ming thelr suscription fund and reclaiming wages. One small cooperative 
‘ve ¥ il ; \ippe 











A Comparison of the Profits of Small and Traditional Cooperatives As Keflected 
in the Percentage of Their Net Sales-Re venue 
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it has to be pointed out that members of a small cooperative, while they can 
obtain high incomes, are also l|iable--precisely on account of the principle of 
taxes levied on the gross income--for the Losses of their cooperative or for 
the deticit in its capital stock, to a certain amount of their income, includ- 
ing the portion that exceeds their insured wages. This rule had to be 
applied to the cases of variow cooperatives. 


The small cooperatives have evolved a higher level of productivity than the 
traditional ones. This is reflected by the facts that their per capita 
productivona value was higher by 46 percent, their capital yield--mostly as a 
result of the Lower capital-intensity of their operations--by 3/ percent, and 
their wage-proportional profits by 55 percent than those of the traditional 
ooperatives during the fiscal year of 1982. 
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The question arises: To what extent was all this profitable for the members 
of the small cooperatives? What kind of increase did they obtain in their 
income, and how does this relate to the increase in productivity? In the 
Wat) cooperatives the per capita tacome was 99,000 ftortuts per annum, which 
In Zo peroont lbigher than in the traditlonal ones. 


thus the workers of the small cooperatives earned more than their counterparts 
in the traditional cooperatives, but the indices of their productivity were even 
higher. 


In one word the first year's experiences with the operations of the small 
cooperatives have been favorable. 


Yet, when assessing this phenomenon, we should not forget that these organiza- 
tions have arisen within the structural gap of high intensify activities, 

that the changes in the macroeconomic management allotted them higher profits 
(without this development the old units would not have tumed to these new 
funugement structures) and that their managerial restrictions are in many 

ways less tight than those of the traditional cooperatives. 


The system of small cooperatives fills a gap in our macroeconomic management. 
But it did not and could not coopt the role and function. of the traditional 
cooperatives. The simultaneous existence of the two systems and their positive 
interaction will promote further developments. 
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HUNGARY 


FUNDS FOR TRAINING, RETRAINING UNEMPLOYED BEING ADVANCED 
Budapest FIGYELO in Hungarian 27 Oct 63 p 7 


[Article by Gabor Juiasz: "Szabolce-Szatmar County: Retraining Is Already 
Being Advanced" | 


{flext) Employment problem have been among the most serious preoccupations in 
Szabolca-Szatmar County for decades. In some districts the number of people 
seeking jobs still exceeds the vacancies. Their placing in the socially 
orgamized work structure requires great efforts. 


Measures of considerable diversity have been taken in order to close the gap 
between job-applications and job-offers, but it turned out that these problems 
cannot be solved on the basis of county resources alone. Upon the request 

of the leading county bodies, the National Planning Office and the State Wage 
and Labor Office have surveyed the employment situation in the county and in 
order to forestall a further rise in tensions, they heiped with government 
funds the enterprises settling in Szabolcs-Szatmar in their efforts to create 
new jobs. Various enterprises obtained through competition area development 
subsidies that provided jobs for more than a thousand workers. This year two 
new factories have started operations at Fehergyarmat. 


in the midat of these endeavors to find new jobs, the announcement of the 
lvather and Synthetic Materlale Enterprise of Kakospalota that it discontinues 
the operations of its plants at Zahony, caused particular concern. The result 
of this measure would have been the loss of about 100 jobs, mostly of women 
trained in apecific akilis. 


fhe management of the Szablocs Shoe Factory of Nyiregyhaza, committed itself, 
upon the urging of the county leaders, already last year to build a new shoe- 
upper factory at Zahony, using government area-development funds, and taking 
over those workers who were employed in the leather-art work plant at that 
locality, raleing thelr number to WO. However, as a result of the stricter 
conditions of the macroeconomic management system, this enterprise was reluctant 
tu jeopardize the wage-laprovement chances of its employees in the main factory 
by undertaking such a millionalre investment. Its own development resources 
have also declined and thus the building of a new factory had to be postponed. 





Last June the management of the Szabolcs Shoe Factory, weighing the advantages 
of tinancing a retraining process, decided to take over the leathe: art-work 
plant as the first stage of a development plan. The workers in this plant will 
participate in a retraining program. Following this decision the events toox 
the course of the program outlined by the government decree concerning retrain- 
ing. On 23 June 1983 the shoe factory submitted its application for a subsidy 
to the labor department of the County Council which approved it. 

The tactory management planned the regrouping of the manpower in two stages, 
employing trom 1 July, 34 and from | October, 66 workers. The training of the 
workers takes place in the so-called UNLDO (ability-development) system, which 
requires approximately 9 months. The factory applied for this retraining 
program tor amonthly per capita subsidy of 600 forints, since it tized a 
'O-forint-per-hour wage for the trainees. Thus far this subsidy has been 
granted in two allotments; at first 23,000 and later 25,000 forints have been 
pald. Those who accepted to participate in this retraining program undertook 
the task to learn an assembly-Line job which requires manual ability and high 
etticiency. According to the plans they will Later work on a performance-wage 
basis, which will be applied as they make progress, taking into consideration 
that they should reach their earlier average incom, 


In the meantime the two enterprises decided that the complete regrouping will 
enter into effect only at the end of this year. 


When interviewed on the spot, the workers said they year for the new job, in 
process of formation, since they would like to work. There are among them those 
wio want to acquire a trade after retraining. To the high school graduates the 
program will make it possible to have a vocational school course. With their 
retraining scholarship many of the participants will earn an additional income 
which alleviates for them the burden of retraining. Experiences thus far seem 
to show that they have done it with success, 


Aside trom increasing the number of jobs ‘n the county, the organized regrouping 
of manpower is another important task. For this purpose the County Council took 
the initiative of establishing an information network which provides guidance 
concerning the size and directions of the manpower movement. Moreover, the 
authorities have to be aware of the economic plans and prograns of almost all 
enterprises and cooperatives in order to avoid greater employment tensions in 
any of the microeconomic sectors. 


Ihe present economic situation seems to indicate that further cutbacks in 
personnel] must be expected. In view of this and in connection with the forth- 
coming Liquidation of a plant at Csenger, which employs 70 workers, the county 
administration has already tackled a new project of rey,rouping and retraining 
people along the lines of the model adopted at Zahony. 


fhe county manpower-servicing and organization office, the local branch of 


which already works at Mateszalka, makes a great contribution to these tasks 
and an extension of its network is planned to all towns in the county. 
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ENTERPRISE VIEWS SPECIAL WORK TEAMS AS MIXED BLESSING 
Budapest FIGYELO in Hungarian 27 Oct 83 p 18 


[Article: "Browsing in the Professional Literature: Special Work Teams From 
the Viewpoint of the Enterprise”) 


jlext) “The phase of the mass establishment of special work teams is now over. 
Currently we witness the slow growth of them, as a result of setting up new ones 
and ending some of the older ones,” says Sandor Szmicsek, writing about these 
omall undertakings of his enterprise in the 1983/2 issue of Dunai Vasmu Muszaki 
Catdasayl Kozlemenyei (Technological-Economic Reports of the Danubian Iron Works). 
At the end of last year there were 109 special work teams in that enterprise, 
employing 1,357 members. Their activity amounted to 2.6-2.7 percent of the 
entire activity of the enterprise, calculated on the basis of their contribution 
to the working time. 


lhe Sost noteworthy Lesson provided by these small undertakings is that in their 
atea of activities the quality of work organization and the output have improved 
by leaps and bounds. The essential factors of this improvement are: workers 

are becoming active organizers of their task, the professional class-separation 
fades in such work teams, work intensity grows, workers' drop-outs are diminishing, 
worr-Manaygement and the selection of leaders becomes more rational, and people 

whe would tend to udermine work discipline are barred from membership. 


ln parallel to these positive experiences, there are also some negative ones. 
Altemots have been made to reduce these negative features when the regulat ions 
concerning these partnerships have been revamped. The most important changes 

and their rationale are as follows: According to an assessment by the enterprise 
mafagement, in about W percent of the contracts passed during 1982, the premium 
were inordinately high provoking in part a sharp negative reaction by the environ- 
ment. At present efforts are being made to establish realistic premiums through 
prescribed methods, obligatory calculation and competition in the framework of an 
effectively functioning entrepreneurial market. 


in certain areas the managers misinterpreted their economic tasks. Therefore, 
the contracts now must be validated by the approval of the competent manayers. 
In order to insure the stability of the undertakings, stricter rules of incom 
patibility have been introduced. Plant managers, department heads and other 
higher officials can only then join such undertakings when they belong to their 
wn atea of competence. At the same time the quality controllers, who were 
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eatlier not admitted, can now participate in such work teams under certain 
provisions. Social control is also being exercised by the fact that the factory 
unit manayers have a right to issue expert opinions on the undertakings. In 
order to reduce the risk of inordinate stress, an upper limit of 60,900-forint 
premium per annum was fized for the paid work contracts. 


there are certain limits to the expansion of such work team in thelr present 
form. The strains puc on contractors and managers cannot go on unchecked. 

The growing number of failures and excessive stress due to the inconsiderate 
expansion of these kinds of work teams may provide arguments for those who are 
in favor of their direct or indirect suppression. At the Danublan Iron Works 
things have not gone as far yet. 


for the enterprises the planning of such work teams is only worthwhile within 
similar cost categories. It is well known that the forint is even domestically 
not “convertible” in some respects. In terms of the present regulations the 
scale of costs tow the Danublan Lron Works is as follows: wage expenditures, 
the cost of import from capitalist countries, expenditures that can be debited 
to the development fund, and others, 


hus for the enterprises the most important thing is to run such work team 
which can reep thelr wage-level low; for example by reducing the expenses for 
overtige, by achieving some specific waze-consuming tasks, etc. Special work 
teams are cheaper even than manpower import. In the present situation, in 
wiich the cost of innovations must be charged to the wage-account, it may be 
particularly reasonable to introduce and remumerate innovations through such 
undertakings, which also realize them. 


Undertakings wiich promote impert from capitalist countries should have green 
light; increases in export are then to be carried out by means of such under- 
tukings when they Lovolve a new product. 


in case of investments the advantage of the enterprise resides, in addition to 
the quicker and more reliable work, in the fact that the savings reduce the 
enterprise's Long-term amortization and Interest charges. Because the already 
yranted and liquid credits represent “soft forint,” the fact that they also are 
“aard,” will turn out only when they had to be reimbursed. 


A “simple” cost-reduction has two modalities: works that are to be commissioned 
to outside enterprises, that will be performed at lesser cost by work team, 

or an improvement in the distribution of the current costs is achleved by an Iin- 
crease in the output of the chief product of the factory. According to the caicu 
lations these can be very economical, but from the enterprise's viewpoint are 

the least important. 


for intellectual tasks there has been hardly any work team formed in the Danubian 
[ron Works. Such undertazings are not barred legally but they are made difficult 
by the fact that the normative control of intellectual activities is problematic. 
This is, however, an untenable situation. The same methods which strengthened 
human initiative at the Danublan Iron Worzs should also be used in the area of 


intellectual innovat ion 
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timulate enterprise interest in promoting and benefiting from scientific, 
nological 


1, and organization progress, 


provide conditions and mechanisms for structural transformations in the 


/, towards better adjustment of the pattern of production and investmen’ 
iai requirements, 


expand export production and enhance Poland's role in the international] 
ion of labor. 


line along which the principles of reform are to be strengthened wil! 
consolidation of the already made changes in the organizational struc- 


“wanagement, its further reconstruction, and provision of new, higher 


organizing the economic activities. 


The new stage also requires tie 
iency of 


central economic management be increased, in compliance wit 
ions of the “Lines of Economic Reform." 


-45, worviorce participation in management will become common practice. 
ial developments will emerge, both at the enterprise level and on a 
cale, and they should be analyzed in width and in depth. A correct 
f worker self-management will require consistency and tenacity o! 
in introducing the adopted principles of workforce participation in en 


man? 
«* , 


inagement and in utilizing the experience of self-management activi- 
ar--also with a view to possible modification of existing legal! 
mo. Conclusions concerning this question shall be formulated later, 
isis of a comprehensive analysis of the functivning of worrer self- 
1943. 
elines for 


strengthening the principles and improving the mechanisms 


sresented below, concern the general arrangements 
irise 


At the Same time, 


» for reviewing the so-called specific arrangements and introduc! 
ry cnange 


in them so that the specific features of individual areas o! 
mG vu litical] ; 


life (culture, health protection, farming, transportation 


sees, distributive trades, etc.) be taken into account in the 
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Mechanisms of Managing Factors of Production 
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eir current level and expected increases in years to come, 
wer resources may become 


a factor hampering fight against crisis in 
nal economy , 


as well as a real barrier to economic growth and struc- 
yes. These dangers come as a result of: 
tj pncorre t 


wectora! and regional pattern of labor 
of labor resources and 


active population, 


resources, 
ing increment 


the declining proporti 


evelopments in the labor market (excessive manpower fluctuation, 
workforce from some socially important branches of the economy, th 
f “beibing™ another factory's workers to induce them to transf 
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With a view to countering these dangers, measures will be taken along the 
three major lines: 


(a) rationalizing enterprise employment, in order to release excess labor and 
improve internal employment patterns, 


(b) providing conditions which encourage the necessary transfer of labor among 
sectors and regions, 


(c) stimulating increase in the proportion of economically active population 
by providing incentives for people to take jobs. 


lel. Rationalization of Employment at Enterprises 


In order to make the systemic impact upon rationalization of enterprise employ- 
ment more efficient, the following must be done: 


(a) adhering to the principle of enterprise self-financing, while pursuing a 
tight-money policy and eliminating the durably inefficient enterprises, espe- 
cially in regions with severe labor shortages (in compliance with the provi- 
sions of the taw of financial recovery and bankruptcy of state enterprises), 


(b) malotaining this year the existing principles of taxation for the State 
Labor Redeployment Fund (PFAZ, sometimes referred to as FAZ), while modifying 
its scale and criteria of granting higher adjustment coefficients (linking 
increase in wages free from PFAZ taxation to production growth). 


1.2. Intersectoral and Interregional Transfer of Labor 
The following measures will be taken to insure necessary inflow of employees 
to enterprises and sectors which are of principal importance for meeting the 


economic targets: 


--special preferential treatment will be accorded in the area of wages (draw- 
ing on mechanisms of reform), 


~<a program of active utilization of PFAZ resources will be set in motion, in 
order to recruit and train employees in short-supply occupations and to 
finance the expansion of factory schools in sectors suffering from labor 


scarcity, 


--labor exchanges and consulting will be expanded, drawing on a system of 
analyses and projections concerning the national and local labor markets. 


1.3. Stimulating Higher Share of Economically Active Population 


“easures will be taven to enhance the degree of the population of economic 
wtiveness. in particulars 


--new facilities will be introduced with a view to selectively broadening the 
forms of and opportunities for empleving pensioners and women on child-care 
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leaves; these facilities will be applied in respect to sectors, subsectors 
and even individual enterprises in which labor shortage puses a barrier to 
production growth, and in respect to regions with particularly short supply 
of labor, 


--facilities will be provided for the expansion of cottage industries, by stinm- 
ulating ent-rprises’ interest in this form of production growth, 


--opportunities will be provided for the establishment and operation of worker 
partnerships at enterprises, 


--opportunities will be provided for spending PFAZ-accumulated means on the 
expansion of kindergarten and nursery networks in selected regions of the 
country. 


2. Raw- and Intermediate-Material Management 


An improvement in managing raw and intermediate materials, in conditions of 
persisting production-supply shortages, requires that: 


--changes should be made in the distribution system for raw and intermediate 
materials, to be aimed at higher efficiency of supplies, especially for pro- 
duction of major socioeconomic importance, 


--economic pressure for frugal and efficient utilization of energy, fuels, 
raw and intermediate materials should be intensified. 


The changes are expected to bring the current practice of production-sup sly 
distribution closer to the target model. 


- 


What is needed in particular is: 


-~-lower scope of such form of material resources rationing [rozdzielnictwo 
podmiotowe] under which quotas are assigned to individual organizations 
‘rather than for preferred kinds of production], 


-<-reduced scope of compulsory intermediation in the sale of raw materials, 
intermediates and products, 


--simpler system of production-supply priorities, to be achieved through 
»roader recourse to government orders in pursuing the priority goals. 


The system of government orders will become a durable element in the mechanism 
the state's. active influence--by economic means--upon the expansion of pre- 





ferred lines of production and upon structural changes. 
ol, Production-Supply Priorities 
The system of priorities, guaranteeing the supply of material resources, wiil 











--production of goods covered by government orders and operational programs, 
--production for the purpose of national defense and security, 

--operations of units with statutory employment of the disabled, 
--investment projects carried out under government orders, 


--supply of material resources connected with the implementation of research 
projects covered by government orders. 


In order to insure its efficacy, the system of government orders will be 
applied in respect to a limited range of products, so as to make it possible 
for the manufacturers involved to obtain short~-supply materials without dis- 
turbing other important economic processes. 


2.2. Compulsory Intermediation in Distribution 


2.2.1. The system of compulsory intermediation in trade in selected short- 
supply raw and intermediate materials will rest on two basic principles: 


--the number of products covered by compulsory ‘ntermediation will be reduced, 


--the distribution pattern for materials covered by compulsory intermediation, 
defined in central material-resources balances, will be obligatory for dis- 
tribution agencies acting in the capacity of compulsory intermediaries: they 
will be obligated to meet in the first place the demand coming from the 
guaranteed-supplies area, and only later to respond to the requirements of 
remaining clients, 


2e2el.e Coming under the supervision of the minister for material resources 
minagement will be some national-level distribution agencies supplying a 
broad range of customers from various sectors, and enterprises dealing in 
wholesale trade in material resources. (Relevant decisions will be taken by 
the Government Presidium, on the basis of conclusions to be formulated by an 
interministerial working group.) 


2.2.3. The supervisory teams, attached to the distribution agencies involved 
in compulsory intermediation as bodies of social control over correct pattern 
of distributing short-supply materials, will be maintained and reinforced. 


Ze5 Central Import of Raw and Intermediate Materials 


The physical scope of central raw- and intermediate-materials import in 1984-85 
will not be expanded, in principle, above the 1983 level. Changes may only 
concern the detailed specification. It is found imperative that the role of 

the minister for material resources sunagement in allotting foreign exchange 
resources for central raw- and intermediate-material import should be increased, 
which is expected to bring about better coordination of the productlon-supply 
yrocesse in the natior al CCOTNOTMY e 


3 





2.4, Government Orders 


2.4.1. Government orders for the production and supplies of selected articles 
will constitute in 1944-45 the principal tool of insuring the attainment of 
priority socioeconomic goals and of guaranteeing the related supplies. 


As compared with the present state of affairs, the scope of government orders 
will be expanded to cover selected producer goods (including important produc- 
tion supplies), some consumer goods of particular importance for meeting the 
requirements of the population, and selected exports. The government orders 
will also be applied in respect to contracts on particularly important central 
investment projects, and in the research and development ffeld. The scope of 
government orders will be defined in central annual plans and, in respect to 
central investments and R4D projects, in [S-year] national socioeconomic plans. 


2.4.2. With a view to their optimal utilization, the resources ea;naried for 
the execution of government orders will be placed on the basis of efficiency- 
oriented competitive bidding [przetarg efektywnosciowy]--unless it is prevented 
by the monopolistic position of a producer involved. 


The basic criteria will include: product quality, price and materials content 
in output. The goal of the bidding will be to place the orders with those 
producers who--Irrespective of their sectoral affiliations--will offer the 
greatest amount of end-product supplies from a specified quantity of short- 
supply production factors, and at the best terms. Detailed criteria for in- 
dividual products will be defined by the ministers concerned, in cooperation 
with the ordering units. 


2.4.3. Government orders for the produ tion of materials and end-products 
will be placed by relevant distribution agencies authorized by their parent 
bodies (domestic trade agencies, foreign trade agencies, production-supply 


Avett ies Je 


iples for the functioning of the system of government 
orders will be specified in an executive order of the Council of Ministers. 


teteS. Detailed princi 


2e%- lower Number of Operational Programs 


Operational orograms will be maintained in 1984-85 wherever their existence 
in deemed specially warranted. Their number will be scaled down as compared 
with 1943. In ordering production covered by operational programs. the pro- 
cedures involved in goverment orders lefficiencyv-oriented bidding; will be 


applied, 


le Pived-Asset Management and Investment Projects 
The corrections and new eclements in systemic arrangements are aimed at making 
fixed-asset management more rational and putting investment activities in 


order. Of particular importance is rational utilization of assets tiled up in 
the halted projects. In this connection, work should be ended on the liquida- 
tment projects which, standing no chance of quick completiors 
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and efficient utilization in future, are to be named for complete 
abandonment. 


It is necessary that the problem of enterprise debts on account of old-time 
investment credits be regulated, so as to make room for fuller implementation 
of the self-financing principle. Also needed is the regulation of financing 
principles for central investment projects, and in this connectic. the setting 
of rules for dividing depreciation allowances between enterprises and the 
central budget. 


3.1. Utilization of Assets Tied Up in Abandoned Projects 


(A) An institution of unlimited bidding [przetarg nieograniczony! will be 
introduced in respect to the sale of assets from investment projects listed 
as abandoned after a review of halted projects. Contracts concerning the 
abandoned projects will be annuled. 


interprise debts on account of credits drawn for the tinancing of these pro- 
jects will be written off, provided however, that the original investors 
arrange unlimited bidding for the sale of tied up assets. Principles for 
irranging credit write-offs will be specified by the Council of Ministers. 


(8) The bidding wil! be announced by the investor of an abandoned project-- 
if the latter is an operating enterprise. Funds obtained from the sale of 
assets will be divided between the state budget (80 percent) and the inves- 
tor’s development fund (20 percent). 


(Cc) If the function of investor of abandoned project is performed by an 
enterprise in statu mascend! 'przedsiebiorstwo w budowie], the bidding will 

innounced by the relevant parent body as part of liquidation proceedings. 
Funds received from the sale of assets will be divided as follows: 80 percent 
to the central budget and 20 percent to the budget of the local voivodship- 
level people's council. 


()) A contract on the purchase of assets [rom an abandoned project will 
tipulate, among other things, the manner of their future utilization and 
the principles and sources of further financing. The completion of a pro- 
lect originally abandoned and later reopened by a new buyer should be fie 
nanced from the latter's own means, with a possible share of bank credit. 
The exact amount of the investor's own means will be specified by the bank. 


(vy) If the bidding brings no results then, in cases defined under (B) and 
(C), future utilization of the assets involved will be determined by the 


parent body In cooperation with the finance minister. 


(V) The budvetary means necessary to cover write-offs on credits granted 


for abandoned orotecte will come in 1984 and later from depreciation allowe- 
nce funnelied ¢ yet under fixed-asset revaluat LOD» and from a 
proportion of funds from the sale of investment-project assets (this will 
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32. Utilization of Mothballed Components of Fixed Assets 


Lomponents of fixed assets tiled up in halted projects (as long as this cate- 
gory remains in use) may be sold by the investor on terms specified in regu- 
lations on the utilization or liquidation of halted projects. 


In such cases, the president of the National Bank of Poland will specify terms 
of credit repayment, proceeding from the principle that the entire debt, inter- 
est included, is subject to conversion, so that the buyer could repay it exclu- 
sively from fixed-asset depreciation allowances and from the nonmaterial and 
legal assets received upon transfer of the halted project. <A portion of the 
credit may be written off, under the same procedures as those applied to aban- 


doned projects. 
so 3. Terms of Investment Credit Repayment 


The National Bank of Poland, in cooperation with the Government Planning 
Commission and the Finance Ministry will review enterprise debt burden on 
count of lavestment projects (by W October 1983) and will specify proce- 
dures for the future in accordance with the following principles. 


(a) in respect to lovestment projects launched prior to | January 1984 and 
continued by enterprises, the amount of depreciation allowances left at the 
enterprise after fixed asset revaluation may not be lower than the amount of 
depreciation allowance charged on bank credit-financed fixed assets during 
the credit repayment period; 


‘y) in respect to durably disused facilities which were built under pro- 
te launched and completed prior to 1 January 1982, and which are to remain 
inoperative, the credit will be written off according to principles applied 

to abandoned projects (this will require a similar provision in the budgetary 
law for 1944); 


fe) in respect to temporarily tooperative facilities completed before 

| January 1982, credit repayment will be suspended for the period of inopera- 
tion and interest will not be charged. In case the temporarily inoperative 
facility te rented to other economic organizations, the suspension will be 


revored,. 
to%. *rincioles of Deprectattion-Allowance Diviston 


(A) As « result of the revaluation of fixed assets, as of 1984, the depre- 


lation allowances, which are counted as enterprise costs, will be increased 
moually for & years until their full level corresponding to the new value 
{ fiw iseets ia attained, The revaluation will contribute in the years 


' com to gradually tncreasing the role of deprectation charges in invest- 


It is estimated that the value of depreciation allowances will almost trebl 
ver the Geyear period. In this situation, a need arises for making the 


leorectatton-<allowance division an tnatrument of economic reatructuring. 





(BB) As a iong-term principle, the depreciation allowances will be divided 
between the enterprises and the state budget. The principal share of the 
state budget i111 be defined in: 


e@budgetary laws, for 1944 and 1985, 
--(5-year) National Socioeconomic Plan, for the years 1986-1990. 


The means received by the state budget on account of fixed-asset revaluation 
will be used to finance central investment projects in the sphere of material 
production [as opposed to the so-called nonmaterial sphere, or public 
services]. 


(C) In the preferred areas, systemic concessions and exerpts wit! be 
applied in respect to depreciatlon-charge contributions to the state budget. 
Relevant provisions concerning the direction and scope of concessions and 
exempts will be included in the national socioeconomic plan (and in central 
annual plans for the years 1984 and 1985). 


4.5. Government Orders in the Field of Investment Projects 


In order to insure their efficient implementation, the particularly impor- 
tant central investment projects (especially those concerning fuels, energy, 
agricultural supplies and health protection) will be covered by the system 
of government orders. 

Their buliders will have guaranteed supplies of fuels and materials distrib- 
uted under compulsory-intermediation schemes and will be granted priority in 
the supply of other materials. Project builders may also be accorded prefer- 
tial treatment as far as economic/financial instruments are concerned--in 
line with the general principles of economic policy. 


li. Economic Regulators of Enterprise Operations 
l. Prices and Costs 
As far as pricing Is concerned, the major goa! is to strengthen the role of 


price as an external parameter for the enterprise stimulating higher economic 
efficleney, and to prevent enterprises from obtaining unwarranted advantages. 


he state bode wuld be able, to a greater degree than before, to influ- 
ence the tructure and dynamics of prices-<-by broadening the range of pricing 
policy tools, @e#. bans on unwarranted price rises, or authorization of the 


Council of Ministers to set maximum price-rise indices for some products or 
services (such instruments are allowed under the 21 July 1983 law on special 
levyal regulation in the pertod of overcoming the economic crisis). The state 
administration's jtoafluence upon the level and structure of prices should draw 


more firmly on improved cost calcula ions at the enterprise level. Changes 
should make it possible to separate costs induced by changed scale of produc- 
tion from the ost of idleness and from the overhead CZVCISOH « 











The following principles will be olswerved in pricing policy: 
lel. Equilibrium Prices 


Equilibrium prices should be applied in all those market segments where no 
major social counterindications emerge, since only such prices are in the 
nature of an external price. A flexibly applied sales tax will prevent pro- 
ducers from obtaining higher profits on this account, 


1.2. Transaction Prices 


There should be a come-back to broad application of transaction prices 
[foreign trade prices translated into zlotys at the official exchange rate] 
in export settlements between the producers and the foreign trade agencies. 
Wherever possible, they should also be used as an instrument of suppressing 
price rises (by setting the upper limit for domestic prices at a transaction- 
price level). 


les. Prices in Production-Supply Trade 


The scope of contractual prices [to be freely negotiated between parties to 
a contract] in the production-supply trace will be reduced, and the range of 
olff_etal prices will be broadened, This is particularly true of standard 
elements as well as typical, catalogued semimanufactured and subassemblies 
used on a masa scale, 


1.4. bkeduced Scope of Regulated Prices 


As tar as final production Is concerned, and especially the manufacture of 
consumer goods, the scope of regulated prices will be reduced to the minimum, 
On the other hand, official prices will be applied on a wider scale, and in 
respect to those product groups in which no social or economic counterindica- 
tions are involved contractual prices will be charged, 


leo. Prices and Product Ouailty 


Ihe minister for prices or a body authorized by him will make broader use of 
powers to set prices for products and services of deterlorating quality--in 
cases where the seller charging a contractual price has not lowered it in 
compliance with Art. 14 of the price law. Reports of price and quality in- 
pectorates and verdicts of the Polish Committee for Standardization of 
Measurements and Quality, or of an authorized organization, testifying to 
quality deterloration will be drawn upon. The seller who has not fulfilled 
the duty to lower the price wlll be charged with a financial sanction, 
equalling twice the difference between his price and the price set by the 
minister for prices or an authorized agency. 


1.6%. Price Markings on Products 


As far as official and regulated prices are concerned, the duty to mark prod- 
ucts with price information will rest with the producer. In the case of 
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contractual prices, this duty rests with the trading organization (buyer) 
unless the parties concerned provide otherwise in the contract. 


1.7. Cellings on Price Rises 


In order to increase the effictency of price policy, and in compliance with 
the 21 July 1943 law on special legal regulation in the period of overcoming 
the crists, cellings on price rises may be introduced temporarily in 

respect to selected product groups, services, or branches of the economy. 
Fallure to keep prices below the ceiling will entail financial sanctions 
exceeding the resulting financial benefits. The average index of price rises 
will not include increase in the prices of exported goods, if these are sold 
at transaction prices. 


1.4. Kans on Price Increases 


Periodic bans on increase in the prices of products and services, complying 
with the 21 July 1943 law on special legal regulation in the period of over- 
coming the socloeconomic crisis, will be applied in respect to those product 
groups and services where sales tax or other methods of influencing prove 
inefficient or Impossible to apply--except for the cases where price increases 
have been caused by factors lying outside the control of the enterprise. 


1.9. Broader Cateyory of Warranted Costs in Contractual-Price Calculations 


Producers charging contractual prices are obligated to calculate costs accord- 
ing to reles lald down in the ordinance on the principles of computing war- 
ranted costs. 


1.10. New Principles of Cost Calculations 


Starting from 1944, the sew, Finance Ministry-prepared principles of calculat- 
ing production coste in Industry will be introduced together with changes in 


the system of cost reporting. 


fhe new principles, which set the minimum obligatory scope of enterprises 
reporting and calculating, are expected to contribute to: 


--providing uniform cost calculations and cost reporting throughout the 
eee eoticym Je 

--defining the level of costs, ite kind, and place of origin, 
--separating the coste of idleness of machinery. 


1,11. Maximum Standards for Matertals Consumption 


"4 


fhe minteter for material resources management will list the kinds of produce 
tion, processes and products of mass application, as well as physical elements 


of their coats, In reapect to which state standards for maxinum consumption 
will tbe defined Starting from 1985, the finance minister will supplement the 
itegory of unwarranted costes and losses with the failure to comply with these 


standarda. 











2. Sales Tax 


The function of sales tax as an instrument of restoring consumer-marcket 
equilibrium should be promoted. In both theory and practice, there should 
be a clear-cut delineation between the fiscal function of sales tax and its 
consumer-market function of influencing the demand-supply interplay. Flexi- 
ble application of sales tax rates should encourage producers to reduce costs 
and increase the scale of production (while improving its quality). This 
should be the only way to improved enterprise performance. It is imperative 
that an interministerial team be set up with tasks including current analy- 
ses of the consumer-mirket situation, assessment of supply-demand relation- 
ship in individual markets, and the formulation of proposals on proper level 
of sales tax rates for both short-supply products (increase in rates) and 
overproduced items (cuts in rates). 


2.1. Taxation of Capital Equipment 


Starting from 1984, in compliance with the 26 February 1982 law on taxation of 
socialized economic units, trade in capital equipment is to be subject to the 
sales tax. The finance minister will set selective sales-tax rates on capital 
equipment and will «rant concessions and exewpts--taking ‘ato account the 
zoals of central investment policy and the lines of nativnal economic restruc- 
turing. 


2.2. Taxation of Production Supplies 


The minister of finance will impose the sales tax on some production supplies 
and components, taking into account the chances for rebalancing the production 
supplies market and the lines of production growth set in central plans. 
Trade in production supplies and components within enterprises (combines) 

will be exempt from sales tax. 


2.3. <A reduced sales tax rate will be applied in respect to articles made of 
reusable products and in respect to recovered products. 


2.4. Starting from 1984, the finance minister will gradually shift the collec- 
tion of sales tax to the distributive sphere. The list of goods upon which the 
sales tax will be levied in the distributive sphere should be geared to the or- 
ganizational and technical conditions of trade (e.g., depending on whether or 
not there exist centralized distribution agencies, such as Polmozbyt [cars and 
related products] or CPN [oil products]. 


t+. Taxation and Distribution of Profit 


bole The existing progressive formula oi income tax has met with widespread 
criticism. The progression of tax rates, linked to the ratio of profit to pro- 
cessing costs, has the effect of blunting motivation for cost reduction and for 
improved financial performance. In the initial phase of reform, Iincome-tarz 
progression was indispensable, as a temporary protection against enterprises 
drawing excessive benefits In conditions of substantial changes in costs, 
pricing autonomy, and incomplete basis for cost calculation Cunchanged noninal 


value of fixed assets). 
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The currently introduced controls in the sphere of contractual prices, the new 
arrangements concerning sales tax and subsidies, the revaluation of fixed 
assets and the progressing stabilization of the economy make possible changes 
in the formula of profit taxation. The accepted general line of change is a 
shift from progressive to linear income tax. 


Starting from 1944, a uniform, moderate tax rate will be introduced, coupled 
with a lump-sum corrective system. This is believed to make possible the 
transition from the present to the new tax system. The final adoption of the 
criteria and principles of correction will come after necessary simulation 
analyses are made for all sectors of the economy and after the economic condi- 
tions in 1944 are better learned. The new principles of taxation are expected 
to exert more efficient influence upon improved utilization of fixed and work- 
ing assets at enterprises, as well as providing strong motivation for produc- 
tion growth. 


3.2. The existing principles of profit sharing will be maintained. The only 

change ie that starting from 1984 operating expenses of voluntary associations 
will be covered from distributed profit. Obligatory associations’ costs will 

be covered as before, i.e., included into enterprise costs. 

4. Budgetary Subsidies 

“ith a view to efficient implementation of tight-money policy and application 

of economic coercion for the purpose of efficiency improvement and production 

yrowth, the range and scale of production subsidies will be systematically re- 
duced. In particular, direct (product) subsidies will assume the character 

of price policy instrument. 


, 


‘ele Mates of Direct Subsidies 


Starting from 1944, the rates of product subsidies will be set simultaneously 
with setting the official price or other subsidized price for the product in 
question. The rates may be in the form of a lump-sum or a percentage. The 
lump-sum rates will be applied to a unit of production or service, and the 
percentage rates to a product price. The rates will be fixed at a uniform 
level for all producers of the subsidized product or service, irrespective 

of their individual cost levels, 


Supplementary direct subsidies may be paid temporarily to high-cost producers, 
if the maintenance of production in question is necessary for social reasons. 


The direct subsidy rates may be changed if the price of the subsidized product 
fservice) is altered or if there ts a major change in raw-material prices or 
tay rates which add to the production costs of the subsidized article. 

4.7 6 6Subaidie Linked to the Use of Selected Raw Materials 

in warranted cases, producers of articles mentioned in 4.1. may be granted sub- 


{di et in proportion to the amount or the value of a raw material used for 
its production. These rates may be in the form of a lump-sum or a percentage. 
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The setting of rates in relation to the amount or value of raw materials will 
be applied only in cases where many subsidized products are made (e.g., dairy 
products). 


4.3. Funds for Direct Subsidies 


The direct subsidies are paid to the producers of subsidized items from 
budgetary means--up to the level set for this purpose in the budgetary law. 
The finance minister should be authorized in the budgetary law to increase 
the amount of funds for subsidies in case the production of subsidized arti- 
cles grows above the central-plan targets. 


4.4%. Indirect (Producer) Subsidies 
Indirect subsidies will be applied: 


--in respect to enterprises approaching their target capacity, 

--in compliance with the 28 June 1983 law on financial recovery and bankruptcy 
of enterprises, 

--to finance some tasks imposed on the enterprise, or to finance some special 
operating costs of the enterprise which do not depend on changes in the size 
of production, 


The indirect subsidies may only be granted for a purpose defined in advance 
ind up to an amount defined in advance. 


%. Principles of Crediting 


The major goal of changes in the principles of enterprise crediting by the 
banks is to provide better conditions for enterprise self-financing. Because 
of the relatively low level of enterprise operating funds, the working capital 
necessary for the execution of economic tasks is financed in a large measure 
with bank credit--even though these finance requirements are as a rule of dur- 
able character. With a view to strengthening the self-financing principle, the 
yoal should be to eliminate credit as a source of financing constant require- 
ments of enterprises which in priacitple should be financed with enterprise sta- 
tutory funds. The financing with che same (base) credit of both durable and 
temporary requirements makes enterprises feel insecure because of excessive 
dependence on banks. Neither does this practice facilitate punctual repayment 
of the principal chunk of operating credit which is constantly rolled over 

ind increased in proportion to growth in inventories--in step with rise in 
production or build-up in inventortes. 


It is aleo necessary that the role of credit interest as a factor influencing 
efflelent finance management be enhanced. 


fhe following arrangements will be made in order to achieve these goals: 
¥el. Long-Term Operating Credit 
There will be a general conversion into long-term credit of a portion of enter- 


prise debt incurred on account of working credits financing durable require- 
ments in the sphere of inventories. 
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The converted credit will be repaid over a period up to 12 years from 
deve lopment-fund resources, and the interest will be counted as enterprise 
operating costs. 


The long-term operating credit may be revoked only upon direct danger of 
enterprise liquidation or bankruptcy. 


5-2. Credit for Inventory Increments 


There will be introduced an institution of auxiliary credit--supplementing the 
enterprise's own funds--for the financing of durable operating requirements 
(inventories) in connection with the expansion of operations. 


This credit will be granted for a period up to 3 years, and will be repaid 
from development-fund resources. 


a 


923. Other Operating Credits 


Transitional credit will be granted to finance seasonal and temporary inven- 
tories. It will be repaid from the enterprise's current revenues. 


A short-term (up to 6 months), renewable credit will be accorded for the 
financing of debts which are not overdue. 


Enterprises may also apply for payments credits to cover temporary deficits 
on clearing account (rachunek rozliczenlewy). 


%e%- Interest on Credit and Deposits 

The principle of charging interest on credit in accordance with the current 
interest rate--already applied to the socialized sector of the economy--should 
he expanded to cover investment credits granted individuals and private eco- 
nomic units. Terms fo credit contracts will be set in compliance with this 
prin: iple. 


[li. Pay Principles and Workforce Participation in Profit 


|. The Basis and Tools of Central Pay Policy 


The years 1941-82 witnessed rems ‘hanges in the level and structure of 
the population's money incomes. 10, were induced not only by systemic 


arrangements made as part of economic reform but were in large measure a re- 
sult of autonomous socioeconomic policy measures. The present wage pattern 
should be subject to substantial corrections--for both social and economi: 
reasons. It is thus imperative that a long-term central policy of wages be 
worked out and that central bodies be equipped with tools for the implementa- 
tion of this policy. What is important, the manner of influencing income 
levels of various occupational groups should comply--rather than colliding-- 
with the principles of economic reform, Both the general, target wage pattern 


and methods of attaining it should be defined in national socioeconomic plans. 
Among the instruments Influencing the level and pattern of wages, mention is 
due 4 
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--sinimum pay, 

--differentiation of adjusting coefficients which link increase in PFAZ-tax- 
free wages [to production growth], 

--general scales of job evaluation, 

--income-equalizing tax. 


The application of these instruments should be subordinated to the goals of 
central policy on the population's money incomes. A conformity between these 
goils and the manner in which economic instrumentation is used will also be 
essential for the success of policy of structural changes in the national 
economy « 


2. The Principles of Earmarking Wage Funds 
2.1. The Production Yardstick 


The net wold production will be the major yardstick used in determining the 
threshold for wage increase free from PFAZ taxation. Other production cri- 
teria (e.Z., output in natural units), specific yardsticks (e.g., processing 
costs) and, in warranted cases, gross sold production may also be applied. 

The net sold production should be computed as the difference between the sales 
revenue and material costs, less the sales tax, and plus the budgetary subsi- 
dies (adjusted for compensatory settlements in the sphere of foreign trade and 
prices, and for changes in the level of work in progress). 


if conditions are to be provided for correct functioning of the net sold pro- 
duction yardstick, the opportunities for manipulating with its level should 

be reduced. The major source of this manipulation lies in comparability calcu- 
lations. This problem, incidentally, also appears when other production yard- 
sticks are applied (e.g., gross sold production). 


Given the price-stabilizing arrangements made in 1983, the scope of 
comparabllity-related conversions should be reduced. Instead of transforming 
the value of production in base year, the performance in a reporting year 
should be adjusted for the results of price changes introduced in that year, 


This should eliminate the greatest source of manipulation with transforming 
the value of base-year production--provided by changes in production progran, 
newly launched products, etc. 


The maintenance of the net production formula over a long period of time 

should also narrow the room for manipulation with work in progress. As a 
result, the yardstick of net sold production should provide a better indication 
of authentic changes in economic efficiency at enterprises. 


dele PFAZ Taxation 
2.241. In contrast to the previously followed principles, the base for com- 
puting the amount of wage funds free from PFAZ taxation in a given year wil! 


equal the previous year's level of wages--but without PFAZ contributions. 
The general level of adjusting coefficient, setting the level of threshold free 
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from PPAZ taxation, and the scale of PFAZ contributions (both those counted as 
costs and those paid from distributed profit) will be defined in the central 
annual plan for 1984, 


2.2.2. Selected branches of the economy may be assigned a more favorable level 
of adjusting coefficient (than the general one). Such preferences will be 
defined in the National Scoloeconomic Plan (and, in 1984-85, in central annual 
plans). 


2.2.3. In particularly warranted cases, in respect to some branches of the 
economy and individual enterprises, wage increase free from PFAZ taxation will 
be set as a lump-sum. This solution should be applied primarily in order to 
narrow unjustified wage differentials. The [overall] amount earmarked for this 
sort of relief in a given year should be set in the central annual plan. 
[Individual] amounts will be set by the minister of labor, wages and social 
affairs in cooperation with parent bodies. 


2.24%. As previously, in particularly warranted cases, the PFAZ taxation may 


be computed in proportion to increase in average wage, rather than increase in 
the amount of wages. 


2e2e%- As previously, the profit-financed expenses on the housing and social 
fund will not be subtect to PFAZ taxation. 


Letse Wage Reserve 


in cases where the amount of cost-forming wages stands below the PFAZ-taxation 
threshold, the socialized economic units will be allowed to create a wage re- 
verve. It will equal the difference between the amount of wages that could be 
pald in a given year without entailing PFAZ contributions and the amount 
wtually paid, 


In order to put the enterprises on equal footing, the amount of the wage re- 
wrve will be added next year to actual wage payments, to form the wage base 
for that year. Wage payments made in that year from the wage reserve will be 
free from PFAZ taxation, and they will not be counted in setting the base 
amount of wages for the following year. 


§. Enterprise Wage Scales 
tel. nterpris« covered by the law on finance manavement in socialized 
enterorises and cooperatives (together with their branches) with sufficient 


funds for wages may draw up their own wage scales, with the provision that: 


-<the lowest pay rate will be set In an executive order of the Council of Mine 
isters, which will also define conditione for introducing new rates of basic 


privye 
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3.2. In drawing up their own wage scales, the enterprises will comply with the 
general job-evaluation scales [ramowy taryfikator kwalifikacy jno-zawodowy] and 
the accepted principles of job evaluation. By 31 October 1983 the minister of 
labor, wages and social affairs will publish general job-evaluation scales, 
Principles of job evaluation, and the minimum pay rates for individual occupa- 
tional groups (as coefficients applied to the lowest rate of basic pay). 


3.3. The new basic-wage scales will be introduced in compliance with enter- 
prise pay rules, adopted by the dircctor and the worker council in cooperation 
with trade unions. 


4. Experimental Wage Systems 


The government will ask the Sejm to pass a law authorizing enterprises to 
introduce experimental pay rules transcending the provisions of collective 
contracts of labor and labor code, now in force. The conditions to be mt by 
experimenting factories and the principles on which the new systems should 
rest will be defined by the Council of Ministers, drawing on the results of 
social consultation over the subject. 


5. Principles of Remunerating Enterprise Management 


It is necessary that the principles of remunerating enterprise directors 
should guarantee stability of enterprise operations and link the level of pay 
to the execution of the enterprise's statutory goals. For these conditions 
to be met, the following principles must be obeyed: 


5.1. Contracts of labor signed with the director should cover a definite 


period of time. It is recommended that such period be at least 5 years’ 
long. 


9.2. The contracts of labor should define the general tasks for the director, 
eonnected with the pursuit of the enterprise's statutory goals and with its 
economic situation and prospects for development. 


523. The implementation of tasks defined in the labor contract should provide 
the principal element of the assessment of the director's performance, 


524. The director's pay should include: 
--basic Wage, 
--manaverial supplement [dodatek funkcyjny], 


--share in the workforce participation fund. 


Besides, just as other employees, the director is entitled to seniority 
bonuses, jubilee awards, etc. 


The director's pay may not include bonuses financed from cost components. 
»23e The basic wage rates should be defined in the managerial wage scales, 


with the reservation that the lowest rate equals the average pay in the 
national econony (adjusted for a sectoral coefficient, set by the minister of 





labor, wages, and social affairs), and the upper rate be no higher than the 
lowest one. The rate of basic pay should be set in accordance with the cate- 
gory of the enterprise (to be determined on the basis of such criteria as, for 
example, employment figure, presales-tax turnover, value of export production) 
and with the complexity of tasks listed in the labor contract. 


906. The table of managerial-supplement rates should list rates in accordance 
with enterprise category. The lowest rate of managerial supplement should 
equal the lowest pay in the national economy, and the highest rate should re- 
flect the average pay in the national economy, adjusted for the sectoral co- 
efficient. 


5-7 The director's share in the workforce participation fund will be set in 
proportion to the amount of profit-financed bonuses free from PFAZ taxation 
per employee. The level of the director's share in the workforce participation 
fund will be set by the worker council, with the provision that this level may 
not exceed tour times the per-employee level of PFAZ-free amount. 


40%. The amount of the director's pay rate will be set by the parent budy. 
In respect to a director appointed by the worker council, the parent body 
will set the basic-wage rate in cooperation with this council. 


52%. Just as in the case [tf director, the remuneration of members of manage- 
sent should include basic wage, managerial supplement, and share in workforce 
participation fund. The basic-wage rates for the deputy director will be set 
by the director in cooperation with the worker council within the framework of 
the directorial wage scales, with the provision that the basicewage rate of 
the deputy director may not exceed the rate of the enterprise director. The 
rates of managerial supplements will be set by the director, within the frame- 
work of the managerial supplement scales set for individual enterprise cate- 
zories by the minister of labor, wages and social affairs. 


The deputy director's share in the distributed profit will be set by the 
worker council at the director's initiative. 


5-10. Labor contracts signed with deputy directors should provide for a define 
ite period of time. 


Delt. The government will ask the Sejm to amend the law on cooperatives with 
ing the supervisory councils in cooperatives to follow the 


im principies i remunerating cooperative chairmen and vice-chalrnen. 


IV. Scientific/Technical! Progress and Quality Improvement 


l. Linking Technical Progress wit Production and Service Activitie 

The modification f re rmed mechanisms concerning the promotion and utilizae 

tion of scientiti ind technical progress are aimed at enhancing the influence 
f this element cial forces of production upon economic efficiency. The 

modified m ni re cted ¢t enhance enterprise motivation tor drawing 
m technical progre i) factor facilitating: increase in labor productivity 








rational utilization of human and physical resources, energy and material sav- 
ings, quality improvement and product modernization. 


A correct st‘nulation and organization of scientific/technical progress re- 
quires that: 


--stable forms of its fisancing be introduced, 

--principles of promotiiug the entirety of scientific/technical deveiopr-at be 
worked out and introduce’ into practice by state authorities, 

--legal conditions In the :ield of scientific/technical progress be regulated 
(including the issuance of some long-awaited acts). 


1.] Forms of Financing Technical/Scientific Progress 


The current interim forms of financing technical change are to be invalidated 
on 31 December 1943. Because of the need to insure continuity of research, 
development, and application projects, stable methods and forms of financing 
the promotion of technica'/scientific change should be worked out still before 
the end of this year. 


Since the promotion of scientific/technical progress and application of its 
findings is in the Interest of both the economy as a whole and individual 
enterprises, it should be financed by both the state and the enterprises. 


lelele The state wills 


(a) finance directly and totally the selected research and development pro- 
jects of vital importance for the national economy at large, 


(>) support (by subsidizing and crediting) those projects of enterprises, 
their groups, or research organizations which are of great importance for 
yoclety and the economy and which involve high capital spending, risk, and 
difficulties; the financial support should be granted under competitive pro- 


cedure 7 


) subsidize operations ancilliary to scientific/technical progress 
ivial sino ogo lnotec hic zna™), 


(4) finance basic research and provide favorable conditions for the develop- 


went wclence--in proportion tothe entirety of resources earmarked for 
' jentific/techni ‘] DTOPTeSGe 
ihe means used by the state to finance scientific/technical progress will come 


from the following sources: 


(a) budgetary means channelled to the Research Fund (Fundusz Prac Badawczych) 
which will be used primarily to finance basic research and provide conditions 

; jer Z ° 

(oy) the Central Fund for Technical Progress [Centralny Fundusz Postepd Techni- 
rne; ann i . errs roriae ’ hlivate ry | ¥ ntributions untec as their 


mle. ti pjective f the Fund is tos 
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--finance state programs on the development of science and technology, 
--provide financial support for selected projects of enterprises, their groups, 
or R&D establishments, 

--subsidize activities ancillary to scientific/technical progress (e.g. 
standardization). 


1.1.2. Technical-progress funds will be tormed at enterprises from contribu- 
tions counted as their operating costs. The funds will serve to finance re- 
search and development work, purchases of licenses and patente, launching of 
new products, and development of new processes. Financed from this fund will 
also be expenses on operations ancillary to technical/scientific progress. 


Spending on projects improving the efficiency of production, its techniques 
and organization will be counted as enterprise operating costs. The same is 
also true of the costs of invention-related activities, 1.e. expenses m: appli- 


cation of inventions, inventor royalties, and operating expenses of clubs for 
invention and rationalization. 


1.1.3. Enterprise funds for technical progress, created from charges counted 
as enterprise operating costs, are in compliance with Art. 27 of the law on 
finance management of state enterprises. 


As a long-term principle, part of resources of enterprise technical-progress 
funds will be channelled to the Central Fund for Technical Progress. The pro- 
portion of enterprise technical-progress funds to be transferred to the central 
fund will be defined in central annual plans (in 1984 and 1985) and in long-term 
national socigeconomic plans (starting from 1986). Percentage rates of charges 
for enterprise technical-progress funds will be defined in central annual plans 
(in 1984 and 1985) and in national socioeconomic plans (starting from 1986). 


1.2. “Motivation for Technical Change 


Fnterprise motivation to promote technical and organizational progress is to be 
‘ted through: 


fa) come=-tax relief on account of application projects and launching of: 
--new generation of energy-consuming machinery with a substantially lower ener- 
ev requirements, attested by a state certificate, 

--products of substantially higher quality or reliability, and lower mainte- 
nance COSTS.» 


(>) exemption from PFAZ taxation in respect to: 


--funds spent by the enterprise for the purchase of employee inventions, 


--application funds [fundusze efektow wdrozentowych], 
{<) eredit policy, with preferential treatment accorded those who Launch new 
production requiring relatively long periods of technical preparation. 
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1.3. Orders for Research and Development Projects 


The system of governm it orders also included orders for R&D projects. 
Research organizations and enterprises may apply for orders on projecty which 
stem from National Socioeconomic Plan provisions and which are of major impor- 
tance for the national economy as a whole. Economic organizations executing 
government orders will be granted preferential treatment in access to produc- 
tion supplies. 


2. Legal and Organizational Determinants of Scientific/Technical Progress 
2-1. Indispensable Legal Regulations 


If the organizational structure of the R&D area is to be put in order, the cor- 
responding legal regulations should be supplemented as soon as possible. This 
requires that the following bills be submitted to the Sejm: 


--bill on the Polish Academy of Sclences (PAN), 
--bill on institutes and other R&D organizations, 


These bills, together with the 4 May 1982 law on higher education will form a 
legal system regulating the organization of various R&D establishments and 
stabiliaz.og their operating conditions. 


ttable legal regulation is also needed for R&D units’ finance management. 
Therefore, pending the adoption of relevant Sejm laws, the principles of 
research project financing and operations by R&D establishments will be 
tabllized in accordance with the provisions of the Council of Ministers‘ 
executive order 242, datea 20 December 1982, These provisions will also pro- 
vide the basis for implementing regulations stemming from the now prepared 
bills. 


62. Organizational Forms of Promoting Scientific/Technical Progress 


« goal of improving the forms and methods of promoting sctentific/technical 
orogress will be served by the establishment of a national body overseeing this 
cyment of socloeconomic life. In compliance with the already-adopted politi- 
i) decialons, the Committee for Scientific/Technical Progress [Komitet Postepu 


‘“aukowo-Technicznego!] will be set up, to plan and implement the state's scien- 
tific/techntical policy and to promote wore efficient application of RAN find- 


eo be thop=-Floor lInoventions and Rationalization 
fhe tavorable legal and organizational conditions must also be provided in the 
f wope=-tloor tavention md rationalization, Perfection of invention 


«will help abolish the exieting barriers in that area, In the first place, 
the Counell of Minteters’ ordinance of 78 May 1987 will be amended. Modifica- 


tion Ia needed in particular for the principles of awarding the authors of In- 
mentions, designs, and rationalization proposals. The goal of planned changes 
will ‘ to af reome ern lo cen’ intere st inf invent ions ind rati malizat ion-- 
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petentially, a major factor facilitating anti-crisis measures and future econom- 
is deve lopment . 


Also amended should be the 19 October 1972 law on inventions, towards insuring 
its coherence with the principles and mechanisms of economic reforn. 


2.4. Impact of Society Upon Scientific/Technical Policy 


With a view to broadening the social base for the state's policy on science 
and technology, the Council for Science and Technology will be established as 
a government advisory and consultative body affiliated to the prime minister. 


The Council will be composed of: 


--leading scientists and engineers named by the prime minister, 
--representatives of nationwide institutions and social organizations active 
in the sphere of science and technology. 


If society is to have influence upon the science and technology policy, the 
social and occupational organizations--and the NOT Federation of Engineering 
Societies in particular--should be consistently consulted on the related 
issues. Enterprise branches of scientific/technical societies should be en- 
titled to initfate and comment on the entirety of measures taken at enter- 
prises in the field of technical/scientific progress. In particule , they 
should draw the attention of management and worker councils to instances of 
unwarranted dependence on foreign partners, or superfluous purchases of foreign 
know-how (skipping over comparable domestic solutions). These powers [of 
enterprise branches of scientific/technical organizations] should be respected 
at all levels throughout the fie'td of scientific/technical PrOogresse 


) Influencing (tmorovement in Product Qual ity 


The deep economic disequilibrium continues to blunt the impact of mechanisms 
economic reform upon improvement in the quality of products and services. 





Iherefore, it is imperative that additional instruments be provided in order 
to reinforce the mechanisms of economic reform in that field. 


Sele Kewul mtion of St it« Standards 


tate tandards for products sold at official prices should be regulated, 
standard use-value carameters should be set, and failure to keep them should 
be penalized by official price lowering. Prices will be officially lowered 
also in cases where use-value parameters fall below those stipulated in the 
contract. 


In respect to th very Care products, the price lowering will take the form 
financial performance. 


if fiscal burden reducing the producer 














3.72. Measures in the Dirctributive Stage 


The financial system of trading organizations will be modified with a view to 
linking their financial performance to the quality of sold products. These 
arrangements will be aimed at simulating greater interest on the part of trad- 
ing organizations in correct quality-acceptance inspection, in negotiating 
technical terms to contracts with suppliers, and in a proper technical state 
of storave, transportation and sales processes. 


jn 3e Levislative Measures 


The Council of Ministers’ executive order 207 on general terms of sales and 
delivery contracts, dated 27 September 1983, should be amended to include the 
obligation to demand contractual penalties on account of deliveries of faulty 
products or discontinuation of contract because of unrepalrable product 
faults In addition, the contractual penalties for the delivery of faulty 
prodycts--already provided for in the above mentioned executive order--shouid 
be i. reased to the equivalent of 15 percent of product value, and the obliga- 
tion should be imposed on the seller (supplier) to pay such penalty irrespec- 
tive of the content of the contract If not extracting these penalties, the 
buyer should transfer their 50 percent equivalent to the state budget--from 
its own orofit. 


fhe amended executive order should also include provisions banning the 
(liuses on the abandonment of quality acceptance inspection by the trading 
organization, as well as provisions regulating the matters of technical back- 
up services and warranty repairs. 


What should aleo be regulated is the legal status, duties and obligations of 
quality inspection bodies operating outside the control of enterprises, and 
the procedures of emergency inspections conducted by these bodies to the order 
of buyers or organs of state administration. 


Contracts on the delivery of goods concluded under the system cf government 
ders will include provisions concerning product quality, procedures for 
mility inspection, and penalties for losses caused by departure from the 


ivreed technical conditions, 


1979 law on the quality of products, services, and construction operations 


mod the 1961 standardization law will be amended. The government will initiate 


ill on the protectton of consumer Interests. 


| this will result in a cohestve legal system regulating the duties and 


iyations of suppliers and buyers concerning the quality of products and 
ervice 
Ve roreign frade 
The objectives of yatemic modifications in foretgn trade tnclude: 
fa) faster export growth, espectally in sales of processed articles to pay- 


wents area I] fconve rt hle curren LOG). 





(>) Improved export etficlency, and in particular lower proportion of unprofit- 
thie eFpurts, 


(«) mport rationalization and frugal hard-currency management, coupled with a 
simultaneous tncrease in purchases in the CMSA. 


With there goals in view and because of the existing constraints on foreign 
trode, the forelgn exchange rationing, the compensatory account (rachunek 
wyrownawezy) and the foreign trade minister award fund will be maintained. 
They will be modified in such a manner as to bring the system of foreign trade 
control closer to the target model. 


The consolidation of the foreign trade control system will be pursued 
t 


(s) consistent Implementation of the adopted principles of setting foreign 
exchange rates and of pricing prin iples, especially in respect to basic pro- 
ducer goods imported from payments area Il, 


(y) reduced scope of applying official prices in export settlements, 


(.) changes and amendments in the remaining regulations and economic 
mechanians (all vossible orrections in the principles, scope, and amount of 
tas relief on account of export will be defined in accordance with the provi- 
ions of the central annual plan for 1944). 


1. Settlements In Domestic Currency 
Keocliuced “Com if Official Prices 


cope of apollcation of of ficlal prices in settlements between suppliers 
rot boyers on the one hand and foreign trade agencies on the other will be 
reluced. The orlactole will be followed that export and import settlements 
ire sade on the basis of prices paid, or received from, foreign customers-- 
with the exceotion of basic producer goods and basic farm produce, where 


yet t lement ire based on official prices. 
\ liat of oroducts charged at offictal prices in export/import settlements 
will be wiled by the forelgn trade minister in cooperation with the finance 
ter a the mintsater for prices. 
ole f tory it i amports 
j} foreion trade inister wli retain his powers to impose compensatory 
7 we ye lazentla wyrownawceze! on oroducts which are not sold at official 
rices-- ean when transaction prices [foreign trade prices expressed in 
Zhe tf ‘fflejal crate of exchange] are lower than prices charged for 
t e of imilar eatically=-made products. The surcharge will not be 
yoned t Import ws are purchased with the enterprise's own foreign 


mnve regour nd re used for export production, 








The minister of foreign trade, in cooperation with the minister for prices, 
will take advantage of imports from the CMEA to counter monopolistic practices 
of domestic producers charging pushed-up prices for their articles. 


1.3. Refunds of Customs Duties and Taxes in Export 


In order to counteract the practice of including the equivalent of customs 
duty and taxes into the contractual price in export, and because of the com- 
plicated procedure for their refunding, the finance minister and the foreign 
trade minister may introduce lump-sum quotas as refunds for customs duties 
and taxes collected in intermediate stages of production of exported goods. 
The lump-sum quotas will also cover the refund of import surcharge mentioned 
in 1.2. 


1.4.6 Commission Fees 


The Foreign Trade Ministry may impose official commission fees for imports 
financed out of central foreign-exchange resources and covered by interstate 
agreements. In the remaining cases, negotiated commission fees will be 
applied. 


2. Supply of Imported Goods and Foreign Exchange to Enterprises 


Enterprises and other socialized economic units will be continually supplied 
with the help of both foreign-exchange rationing and foreign-exchange self- 
financing. 


but their proportion will change substantially, towards higher share of self- 
financing at the expense of rationing. 


Starting from 1984, enterprises will be supplied in imported goods and foreign 
exchange resources from the following sources: 


2.1. Central Imports 


2.1.1. Foreign exchange resources for the import of centrally financed goods 
will be at the disposal of the foreign trade minister. 


2.1.2. Foreign exchange resources for the import of supplies used in export 
production to payments area I [inconvertible currencies] will be at the dis- 
posal of the foreign trade minister. 

J.1.3. Foreign exchanve resources for imports used in the execution of 
government orders will be at the disposal of authorized bodies. 


tele4.e Foreign exchange resources for imports supplying the nonmatertal 
sphere will be at the disposal of the ministries concerned, 





ZeZ- foreign Exchange Self-Financing 
2-2-1. Export-Revenue Al lowances 


The rates of export-revenue allowances [part of export earnings received by 
producers in foreign currencies), will be adjusted to the conditions of 
194%4-45--with a view to limiting the import content in production. 


An income tax relief will be introduced on account of the enterprise ceding 
to the bank its right to purchase foreign currencies. The amount of relief 
will equal the value of the ceded hard currencies, counted in zlotys at the 
official rate of exchange of the session day. 

Zelele Foretign-Exchange Credits 

Lreater opportunities should be provided for drawing short-term credits for 
the execution of export transactions or for quick-return investment projects 
promoting growth in export production. 

Zelejie Harc-Currency Auctions (Przetargi Wa lutowe) 

Lxperimental hard-currency auctions [at which limited amounts of foreign 
exchange are sold at the official exchange rate to bidders proving that they 
will use them most efficiently from the social standpoint] will be maintained 
in 1944, and cooperative units will be allowed to participate. 

ie Foreign Exchange Accounts 


jele Coneral Principles of Opening Foreign Exchange Accounts 


e socialized economic units may hold bank accounts opened on the strength of 
2, Sec. 5 of the Banking Law. 


Yegistered in the accounts will be revenues earned by the socialized economic 
mit through: 


~<participation in revenues from hard=« urrency exports, 
--ewinning at a hard-currency auction, 


iccounts are in the nature of registration. Long-term deposits of export 
venues bear interest according to the scale set by the president of the 
eationai ganr ol Poland. 
‘ Improvements In the Economic System of Foreign Trade Agencies 
1! Agency Pertormance 


' ¢ , i] —-s p , 
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foreign trade minister will be authorized to tie the size of workforce pare 


ticipati fund=-formed from the distributed profit and spent on individual 

vonuses and awards--to the dynamics and efficiency of exports and to the 

iwency’ erformance in meeting export/import obligations stemming from 
teratat reement S- 








bele Utilization of Development Fund Means 


The list of permitted applications of the foreign trade agency's development 
tund will be broadened to cover the right to lend its resources to producers 
for projects aimed at export growth or import substitution. 


404 Joint-Stock Companies 


Work on the transformation of [state-owned] foreign trade agencies into 
joint-stock companies [with part of the stock held by producers and other 
entities] will be continued. 


Vi. Domestic Trade 


Improvements in the functioning of domestic trade are of great importance for 
normalizing the country's economic life, balancing the market, and exertiig 
pressure for the desired structure of quality of production. 


success in this fleld depends primarily on general stimulation of consumer- 
market production, which makes possible continuing increase in supply in all 
product groups, inventory build-up, and gradual attainment of supply 


mtcinuitVe 
le Mechanisms tor Stimulating Consumer-Market Production 
- I . ; ipply Condit jons 


meumer=-production growth may be stimulated primarily through the provision 
i proper conditions for supplying this sector (including services, agricul- 
ture and ancillary industries) with production factors. This should consist 


ins 


--insuring broader access to raw and intermediate materials necessary for this 
production, irrespective of the produc er's organizational status and without 
liscriminating against any forms of small businesses; 


--providing encouragement for pensioners and women on child-care leaves to 
take jobs at enterprises producing directly or indirectly for the consumer 
irket. (It may be arranged, for example, that the pensioners taking up 

jobs will receive 75-80 percent pension irrespective of the full pay for their 
work, and that the child-care allowance will be paid in full, e.7. for those 
taking part-time jobs. This principle should be applied only to accurately 
detined jobs in selected industries. ); 

-facilitating access to forelgn exchange for the purchase of raw materials, 
intermediates and components Insuring continued operation of machines and 
equipment; to this end, greater opportunities should be provided for using 
resources in export-revenue accounts for consumer-production purposes; 


-stimulating trade in inoperative machines and equipment, e.g. through credit 


facilities for their ourchase serving directly or indirectly the development 





of consumer production, or through credit facilities for the purchase of new 
machines and equipment for consumer production. 


1.2. Expansion of Production Potential 


Along with the above-mentioned measures, conditions should be provided for 
expanding the consumer-production capacity. Systemic arrangements stimulating 
the development of local industries (including the reactivation and expansion 
of small-scale state industry) should be reinforced by supporting the existing 
enterprises and providing conditions for the establishment of new ones. 


1.3. Stabilization of Operating Conditions for Small Businesses 


A smooth development of smal! businesses requires that the related economic 
and financial conditions be stabilized--in respect to both socialized and 
private units. 


All systemic arrangements should be stabilized, with particular emphasis on 
the tax system and material supplies. All necessary changes should be announced 
well in advance 


1.4. Government Order 


in stimulating growth of consumer production, government orders should be made 
use of, as instruments of shaping the desired structure of production, They 
should be applied first of all to the production of those supplies which limit 
consumer-market output. They may also be applied to some consumer end-products 
the production of which, although socially desirable, cannot be increased for 
domestic and imported supplies. Executors of government orders will 
be offered guaranteed supplies of raw and intermediate materials distributed 
under compulsory-intermediation schemes, as well as centrally-imported supplies. 


, 


lacr 


2e Equilibrium Prices 


fhe requirement of market normalization calls for a gradual broadening of the 
scope of equilibrium prices. The first to attain the equilibrium level should 
be the prices of “higher order” articles. All forms of their rationing (so- 
called controlled distribution funder which scarce articles are sold; to 
elected employees of selected enterprises at official prices]) are in stark 
contrast with both the orinciples of ceform and, more generally, with the pring 
ciples of soctalist economy, by creating sources of unwarranted incomes not 
connected with work, and by giving rise to profiteering. They also maxe it 
more difficult to attain mrket equilibrium. 


In interim arrangement for the coming years, a clear-cut distinction should 


he made between two group : msumer goods sold in the home market--goods 
of baale importar ‘ in meeting the popu lat ion's requi rements, and zoocs of 
Hhove= st an ; i’ i wid ty , ry { har fe tere 

The AGEL 7 pel i MM rt i] ats Ge $ yasie j fot iff 7 t lletries, stane@ 


ara ir? i ir ‘* lo “viete then 








generally accessible, most of these articles should be sold at official prices 
ind subsidized from the budget. Prices of these articles will approach the 
equilibrium level only through gradual adjustments, to be closely connected 
with increase in money incomes of the basic groups of the population and with 
he restoration of general market equilibrium. In balancing the market for 
basic articles, the main emphasis will be on supply growth, to be attained 
through both production (including the production of necessary supplies) and 
imports (especially imports financed from the export of second-group goods). 


In respect to the second group of goods, the important method of attaining 
equilibrium prices will be (along with measures stimulating supply grevth) 

the applicationof sales tax, which will prevent the producers from capitalizing 
n market disequilibrium and from boosting profit without any improvement in 
efficiency. As this will require a flexible application of sales-tax rates, 
the finance minister should retain his powers to change these rates, depending 
on demand/supply conditions. 


i. Improvemenis in the Mechanisms of Domestic Trade 


The domestic trade is the last stage in the process of production and distribu- 
f consumer goods. Conditions in which trading organizations are func- 

tioning should be so adjusted as to perceptibly strengthen these organizations’ 
position vis-a-vis industry in contract negotiations and in quality-acceptance 


inspection 


tion ‘) 


dele ir ding Commis sions 
hanges will be made in both the setting and the application of trading com- 
sissions which should be more in the nature of prices for the service rendered. 
. whieve this end, the following measures are planned: 
(a) verification of the currently applied official commission fees, 
(»>) introduction of general negotiated commission fees [umown» marze kicrun- 
| for individual sectors and, wherever possible, for enterprises. The 
fener i] commission tees will mare possible central contro! over the leve! of 
tiated commission fees at the distributive stage, coupled with a simultane- 


is freedom of enterprises to set commission fees for individual articles, 


(fc) introduction of official lump-sum commissions wherever technically possi- 


$.2. Credit Facilities 


fer as crediting of trading enterprises is concerned, the credit terms will 


modified to facilitate financing of inventories necessary for sales cone 
ty and inventories built up in response to government decisions. As part 
f systen! hanges in crediting, the operating credit will be converted into 
1 long-term credit, to be repaid with development-fund means at terms adjusted 
to the tradin,; ector’ financial capacity. 





so Organizational Restructuring of Trading Sector 


In order to provide conditions for market demonopolization, the Fund for 

Market Development [Fundusz Rozwoju Rynkuj will be formed. Managed by the min- 
ister of domestic trade and services, it will be spent on the establishment of 
new trading and service enterprises expected to compete with the already exist- 
ing ones. The fund's resources will come from a proportion of commission-fee 
excess above general commissions, and from penalties for poor quality and 
excessive prices. 


3-4. Motivational System in Trade Sector 


The system of motivation in Trading enterprises will be reconstructed towards 
linking employee wages directly to the amount and quality of work and to the 
enterprise's financial performance. Wherever possible and warranted, the 
amount (of waves! free from PFAZ taxation will be tied to increase in the 


enterprise's net income [dochod czysty]. 
be) Regulation of Trade-Industry Relations 


Work will be continued upon legal regulation of relations between producers and 
tradin; ryanizations, especially with a view to protecting the market against 


¥ s 7 , r. : ,F ¥ ; ‘ 
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f economic law regulation, the heads of 
central state bodies will conduct by 31 June 1984 a three-stage survey of 


existing ministerial acts. 


if rder to mplete the process o 


the first stage, by 15 “November 1943, the ministers and heads of central 
ffices will repeale-ewith the exception of acts positively vetted by minis- 


terial teams for economic reforme-all ministerial acts issued prior to 


1977 whe the obligation to register them was introduced. 

In the se ‘tage, by 3! January 1984, those ministerial acts will be 
reneale (according to the above mentioned principles) which were issued 
erior to entry into force of the Prime Minister's ordinance ¥% of 28 August 
1921, on the preparation of state administration's economic and organiza- 
t 4 , . rr . 
I ’ ee, » ' 924, the remaining ministerial regulations 
will be re tiled (according to the aboveementioned principles), and updated 
list f legal acts will be piled and published, 
After f the above ntioned stages, the minister of justice will submit 

the Gover nt Presid in assessment of the process of ministerial law 








POLAND 


ROLE OF HANDICRAFTS IN ECONOMY DISCUSSED AT LESZNO MEETING 
AUO0G41710 Warsaw TRYBUNA LUDU in Polish 31 Oct 83 pp 1, 2 
{Report signed '(hel)': “Handicrafts in a Region's Economic Development") 


[Text] On Saturday 29 October the problems facing small-scale production, 
were discussed with particular emphasis on essential services and handicrafts 
atthe joint plenary session of the PZPR and SD Voivodship Committees in 
Leszno. 


Handicrafts could have more influence on the continued growth of agricultural 
production and animal breeding than they do at present in this voivodship, 
which is known for its high output of agricultural goods for the market. 


As was stressed in the joint report that was read at the plenum by Roza 
Myszkowska, secretary of the SD Voivodship Committee, small scale production 
has until now been insufficiently valued and many service and handicrafts 
workshops have been closed down in past years. 


Some of the owners of these workshops, as Andrzej Zaremba, a farmer from 
Kroba, said during the discussion, have now changed over to belt-system pro- 
duction in the race for quick profits. They produce finished goods for 

the retail market, but do not provide the services that the rural areas need 
so badly. Certain types of craftsmen are disappearing, Mieczyslaw Adamczy, 

a senior guild-master, said with concern, such as the blacksmith, the tailor, 
carpenter, and cooper. The development of handicrafts is not uniform. in 
recent years people have tended to choose branches like light tailoring, 
electromechanics or motor mechanics, and so avoid other equally necessary 
lines of handicrafts. 


For every 10,000 inhabitants in Leszno Voivodship, there are at present 90 
handicrafts workshops, which is considerably more than in other areas of 
Wielkopolska. However, this is still too few to cater for the Leszno 
Voivodship's rural areas and small towns. Moreover, craftsmen are struggling 
with a lack of raw and other materials, This situation was not changed by 
the decisions made in 1982 that were supposed to combat these difficulties. 
The materials that are earmarked for handicrafts hardly meet 30 percent of 
its needs. 


60 





Attempts were made during the discussion to define the direction that the 
development of services should take, and there was talk of the frequently 
exorbitant prices that are charged for repairs and the goods produced by 
small-scale production. A critical appraisal was made of the “seasonal” 
producers who amass large fortunes, as well as of the owners of trade out- 
lets. 


The discussions were preceeded by organizational matters connected with the 
PZPR's accountability-electoral campaign, and the representational principles 


for party members in the voivodship accountability-electoral campaign which 
is to take place from 20-30 January 1984 were defined. 
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POLAND 


BRIEFS 


BELCHATOW POWER HOUSE TRIAL RUN--The "Belchatow” project, this country's 
larzest mining-power engineering capital construction project, is moving 
through the various successive phases of its construction at an increasingly 
faster pace. On the night of 20 October at the power plant construction 
site the boiler of the No 3 power generating unit with a power output rating 
of 360 megawatts was fired up on a trial run basis. During this phase of 
the startup operation the boiler is still burning fuel oil, which will be 
replaced in the future by brown coal. At the same time, work is also under 
way on, among other things, the performance testing of the fuel oil and burner 
control systems. Coal pulverizers, exhaust vents, and other systems are 
being checked out “live.” Jan Tokarz, “Belchatow" director for power plant 
operations, told a PAP correspondent that the No 3 power generating unit 
should come on line by mid December 1983, that is, on schedule. [Text] 
[Warsaw ZYCIE WARSZAWY in Polish 21 Oct 83 p 2) 
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ROMAN iA 


DECREE ON CALCULATION, DISTRIBUTION OF REMUNERATION FUND 
Bucharest SCINTEIA in Romanian 17 Sep 83 p 3 


[Decree Regarding the Calculation, Distribution, and Contr! of the Utilization 
f the Xemuneretion Fund] 


[Text! The program regarding the firm application of principles of worker self- 
nanagemnt and selt-administration improvements in the economic-financial 
mechanism, improvements in the labor remuneration system, and the increase in 
remuneration during the current five-year plan, have led to the establishment 

of a number of very important measures designed to improve the allocation of 
workers’ incomes as a function of work performed, more closely relate 

individual incomes to the achievement of physical production and labor 
productivity, reduce production costs, increase economic efficiency, and 

Gerive greater value from raw materials. 


Keeping in mind the present stage of socioeconomic development, as well as the 
newly established measures, indicators are introduced which will] be used to 
calculste and disburse work remuneration funds to physical production units in 
*he industrial branch, in close correlation with labor productivity growth, 
exportations, net production, and goods sold for which payment has been 
received; these funds will be treated differently for personnel whose work is 
covered 5 «4 oira t fOF unit managements, and for personnel not included 
4N9 4 contract Specific indicators with a similar content will be used in 
other branches or activities. 


In order to apply the provisions regarding the ca)culation and disbursement of 
the remuneration fund, included in the program regarding the firm application 
of workers’ self-management and self-administration principles, the 
improvement of the economic-financial mechanism, the improvement of the labor 
remuneration system, and the increase in remuneration during the current 
five-year plan; to apply Law No 2/1983, regarding the basic principies for 
improving the work remuneration system and the allocation of workers" incomes; 
and to establish the functions and responsibilities of ministries, other 
central and iocail organs, industrial centra.s, trusts, state economic units, 
and banks in this ares of activity, 


The Council of State of *he Socialist Pepublic Romania decrees: 


hh} 





Chapter I. Generel Provisions 


Article 1. Collective management organs of enterprises, industrial centrals, 
trusts, Man.stries, and other central and local organs, have the obligation tc 
take early measures anc firm action to assure a material basis, the ful, 
utilization of production capabilities existing in each unit, steady 
production, investment, and exportation activities, scheduled delivery of 
productior. under high quality conditions, and strict compliance with 
contractua. obligations. 


They Wil. @.$0 act in @ highly responsible manner to firmly apply the 
principles of the new economic-financial mechanism, and maintain themselves 
strictly within planned costs by cont inual ly reducing material consumption , 
exploiting reusable resources, replacing oudated technologies, and judiciously 
managing the material and monetary resources with which they are entrusted, so 
aS *O obtain optimum financial results, fully cover expenses from their own 
revenues, aS well as achieve and exceed planned profitabilities and profits. 


Article 2. in planning and releasing the remuneration fund, collective 
management organs of enterprises, industrial centrals, trusts, ministries, and 
other central and local organs, have the obligation to take firm measures to 
increase labor productivity more rapidly than the growth of individual incomes 
for the unit aS a whol, $0 aS to assure both the funds necessary for raising 
workers" incomes, and the resources with which to cover the state's general 
expenses. 


In order to increase labor productivity, cooperative management organs will 
take firm measures to promote modern techniques and technologies, mechanize 
and automate production, improve the organization of production and labor, 
raise the qualification level of all the personnel in the economy, strengthen 
labor discipline, and demonstrate a spirit of good stewardship in all workers’ 
cooperatives. 


At the same time, they will dimension their personnel to the conditions 
necessary to fulfill the plan tasks, limit irdirect production personnel, and 
formulate sounder foundations for work standards and quotas, assuring 
apprcpriate correlations between individual remuneration rights and the 
quantity and quality of work performed, labor productivity growth, the degree 
of completion of physical production, and other indicators used to calculate 
and disburse remuneration funds. 


Articie 3. Planning, supply, and financial-banking organs have the obligation 
tO pursue a SyStematic activity of control and analysis, and to take measures 
to support state economic units in achieving physical production indicators, 
labor productivity, exportation, net production, the production of goods sold 
for which payment has been received, as well as other indicators, in 
accordance with the provisions of the plan and economic contracts. 


Article 4. The remuneration fund for production units is planned on the basis 
of physical production in the structure stipulated by the plan, as well as on 
the work output standards established for each product or operation, and is 
distributed among plants, factories, departments, shops, work sites, and iots, 
and within these, disbursed as a function of the planned production structure 
and the volume of work established for the technologies being used. 
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Economic units have the obligation to assure the full production of all 
products and models Stipulated in the plan, according to contracts, devoting 
priority to the phsical production intended for exportation. In determining 
the degree of completion of physical production t is not acceptable 
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Chapter II. Calculation and Disbursement of the Remuneration Fund 


Article 5. The remuneration ‘und determined by adding up the individual 
rights of all the worker personnel in economic units defined according to law, 
1s disbursed by banks to the extent of the remuneration fund calculated on the 
basis of the degree of completion of the physical production stipulated by the 
clan and by contraccs, in close correlation with higher labor productivity, 


, —- @ 
‘he exportation pian and contracts, the value of net production, tne 
. ~ _-~- . . - ’ . i ° : 
production of goods sold for which payment has been received, or other 
indicators, according *o the present decree. 


Article 6. The remuneration fund for the physical production indicator is 
determined on the basis of the amount of each product or model 
completed--pieces, meters, items, categories of operations, and so on--and on 
the work output associated with this amount, established by standards and 
quotas for each product or model. 


mnpletion of the plann physical production, used to calculate 
he remuneration fund, is determined by comparing the work 
expended for the entire physical production completed under the definitions of 


the present decree, to the work output associated with the planned physical 
cts, projects, or services rejected for poor quality are not 


production. Produ ’ 
included in the completed physical production. 


Article 7. The planned remuneration fund for state economic units in industry 
is calculated monthly, cumulated from the beginning of the year, as a function 
of the degree of completion of the plan indicators for the economic unit as a 
whole, as follows: 


A For the worxer personnel paic according to @ f excluding unit 
‘ , rus “\F ‘ so" “ “7 . - , 
manager ert ;?" rsonne., , ay ; f sia tion of he de tree of comp.e* ict : physical 


production, complying with quality conditions; 


b) For enterprise, factory, or plant management personnel, and for the 
personnel not included nal | ( aS a function of the degree of 
completion of the physical production plan, exportation plan, the vaiue of net 
production and of the production of goods sold for which payment has been 
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9.39 for the exportation plan, 

9.25 for physical production, 

©.25 for the value of net production, 

0.20 for the commodity output $01d for which payment has beer. received. 


Por the case in which state economic units in industry do not have exportation 
*asxs Stipulated by the plan, the coefficients concerning them are added to 
the physica: production indicator. 

Article #®. For state agricultural production units, including the 

agricultural production activity of research-production units, erterprises for 
the production and industrialization of vegetables and fruits, county 
vegetable-fruit enterprises, and state fishing enterprises, the remuneration 
fund planned annually for the entire worker personnel--excluding the seasonal 
personnel that is not included in a global agreement--is calculated at the end 
of the year as a function of the degree of completion of plan indicators for 
the entire year, as follows: 


a) For the worker personnel paid according to 4 contract excluding unit 
management personnel, at a function of the degree of completion of the planned 
agricultural physical production; 


b) Por the management personnel of the unit, ond for the personnel not 
included ina ovntract as a function of the degree of completion of the 
agricultural physical production and of the 4% ‘cultural commodity -out put 
in the following proportions: 


0.70 for agricultural physical production, 
9.39 for agricuitural mmodity-output 


At agricultural production units that also industrialize agricultural 
products, the agricultural physical production is added to the industrial 
physical production, and the agricultural commodity~«wutput is added to the 
industrial commodity~«utput, 


At stations for the mechanization of agriculture, the remuncration fund 
planned annually for the entire worker personnel is calculated at the end of 
the year as a function of the degree of completion of physical production of 
cooperative agricultural units, for crops which involved mechanized work, and 
of the degree of completion of the total volume of planned projects, in the 
following proportions: 


0.50 for the ohysical production of crops involving mechanized work in tlie 
agricuitural cooperative units, 
9.50 for the total volume of work. 


Article 9. For units stipulated in article 8, the remuneration fund is 
aiculated during the year 45 an ativance against the rights « for 
production obtained or projected, for projects executed, or for time on the 
job, in the proportions established by current legal provisions, and is 

by banks to the extent of the monthly planned remuneration fund, 
cumulated {rom the beginning of the year. 





, DSNAS will verify whether the monthly 
s€5 in which the planned peocuc tion 1s not 
expewted tc be achieved, anc whether the part of the remuneration fund 
« * - 
> 


allectssn? month.y withncadang ror individual remunerat:ons has beer set 
atide, $¢ *nat the fund will not be used for these purposes. 


* - | . . - . 
Determinations of the degree of completion of the physical production plan 
‘ . 


ot thw mmodity-vutput plan, #ill also consider we caused by 
Le ura. C.isasters as def.nec by appropriate agencies under conditions 
Late by 2 


Article 19 Por economic units which execute in-house construction-assembly 

ojects, the planr tion fund is calculated monthly, cumulated from 
ne beginning of the year, as a function of the degree of completion of plan 
ind f t aS a whole, as follows: 


, °F, re Fm. r* 
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a Por the worker personnel paid according to a vntract, excluding unit 
\gemen* personnel, as a function of the degree of completion of the planned 
shysical production for construction-asseably projects; 


‘ Por *he management personnel of trusts, enterprises, and work site groups, 
ind for the persorznel not included in e niract, as a function of the 


degree of completion of physical production and of the value of net 
ae oF Tie af "Ty : > tad | propor lions: 
ofa 4 4 a 5° 4 4 t © . ; ‘sé ade J pr j$.ca. rauct on, 
12 for the value of net production. 


Article ll. For transportation economic units, the remuneration fund planned 
of all the worker personnel is calculated monthly, cumulated from the 
beginning of the year, as a function of gross tariff revenues and the value of 
ne® production Gurisang the sane period, as 'oliows: 


, a ¢ ° ° 
}.59 Yor gross tariflt revenues, 
f . ? - 
7 “se for "Te 44. © of net production. 


Por economic units in railway, Ship, air, and harbor operations, and for the 
Bucharest Metro operating enterprise, the total degree of completion of 
\ndicators is corrected by 9.3 for each percent by which the plan is surpassed 


Article 12. During the fulfiilment of plan tasks, enterprises, centrals, 
inis'cries, and other central and locai organs, will take measures to assure 
that they fall within the frameworn of the remuneration fund calculated 

i rding to the present decree. Under exceptional circumstances, if 


product ipab: 7 * be used for a given period according to the 
, . ; ractive jement organs of economic units have the 


yligati svallable worker personnel--including 
mafhaze © starts i technical and administrative personnei--to be formed 
‘) work or t will rform productive activities of maintenance and 


js 5 : ' : t P] ; ; a * 4 J. ; 4 ; s? 1? s of ‘he same central or 














If production volume is projected to be reduced for longer periods, the 
cooperative management organs will retain only the strictly necessar; 
personnel, and the personnel becoming available will be transferrec to other 
units, according to law. 


Ministries, other central and local organs, centrals, and trusts, as weli as 
financing banks, have the obligation to support economic units in reassigning 
the available personnel to activities and units whose tasks and production 
capabilities allow its use aS part of approved plan indicators. 


Article i3. Individual remuneratior rights due according to iaw tc the 
entire personnel are disbursed within the framework of the total fund 
calculated according to the present decree. 


If the remuneration fund calculated by adding up the individual rights 
determined according to law, is greater than the calculated remuneration fund 
aS a result of failure to achieve established indicators, the remuneration 
fund difference will not be disbursed by the bank. 

In such cases, the cooperative management organs of economic units, with the 
support of financing banks, will analyze the causes that have led to such a 
Situation, and will take measures to overcome shortcomings and fully complete 
established indicators. 


Article 14. When they consider that the conditions for the measures 
eStablishised according to article 13 have been met, the cooperative 
management organs of ministries, other central and local organs, and centrals, 
can approve the coverage of differences between the remuneration fund 
calculated by adding up individual rights and the remuneration fund calculated 
as a function of the degree of completion of established indicators, as 
follows: 


a) From bonus funds formed according to law within each economic unit; 


b) From funds formed for that purpose within ministries, other central and 
local organs, aS well as county agricultural centrals and trusts, as a result 
of measures to improve the organization of production and labor, increase 
labor productivity, fulfill production tasks with less personnel than planned, 
as well as through other measures taken to increase the efficiency of economic 
activities. 


As shortcomings in indicators used to calculate the remuneration fund are 
corrected, the money used to cover differences is returned to the funds from 
which it was withdrawn as it becomes available. 


Article 15. For state agricultural units which during the course of the year 
encounter exceptional situations that require the use of the remuneration fund 
for manual execution of projects initially planned to be performed 
mechanically, or of projects that were not foreseen by technology but that 
become strictly necessary, the remuneration fund assuciated with this work is 
covered from absolute economies in the remuneration fund planned for all th 
activities of the Ministry of Agriculture and the Food Industry. 
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e 1é. “he content of indicators as a function of which the remuneration 
S$ Cé.Culatec and C.striputed, if Stipulated in appendixes i-3. 


mane specific indicators for various branches and 
é e stipulated in appendixes 1-3, as a function of 
‘he remuneration fund is calculated and distributed, are established by 
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snistry or centre! organ, with the approval of the State Planning 

tee, the Ministry of Finance, the Ministry of Labor, the Centra: 

orate of Statistics, and financing banks. 

¢ i7?. The indicators used to calculate the remuneration fund, 

Jlation ratios for these indicators, cumulation avery and the methods 
Stributing the remuneration fund to economic units and activities in 

ry, construction-assembly, and transportion, with specific reference to 
activity, aS well as *o units and activities in the other branches of 
tional economy, are Stipulated in appendix 4. For worker personnel in 
built enterprises, technical supervision personnel in 


comstruction-assembly operations and in technical testing, the method for 
Sistributing the remuneration fune is stipulated in appendix 5. 

ASLLE.@ 2 The amounts required to pay che compensations stipuiat an 
Decree No 66/1922, as well as the amounts required to pay differentials for 
sninterrupted seniority in the same unit, differentials for working under 
exceptional carcumstances, night shift differentials, work site differentials, 
and rest leave pay, are distributed from the remuneration fund planned for 
these curposes, and are not considered in calculating the remuneration fund 
based on the degree of completion of plan indicators. 


Chapter III. Utilization Control of the Remuneration Fund 


i 9. «oe = e' t Ji its ; a Je "re ob.iga? ion to Ve iver an proper time, to 


inafncing banas, documentation referring to the fulfillment of physical 
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production and *¢ other conditions stipulated in the present decree for 
a, 


ting the requested remuneration fund. 


pay raises, increases in pay rates, overtime, bonuses, and other similar 


remuneration rights, the documentation must include data regarding the degree 


of completion of indicators and current legal provisions. 

Areticie 2° Managers of socialist units, leaders i” personnel and work 
femurera’ departments, technical and economic staffs in departments which 
for yments for remuneration disbur s¢ nts, are responsible foe the 
accuracy and legality of remuneration rignts calculations, and for the correct 
reporting of tasks fulfillment and of indicators that determine the full 

f if ar * +? a jrner ° , . 
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rticle 21. in disbursing the remuneration fund, banks will verify the number 
of persomnel by categories, the Saximum personne. gGuotas eStab..shed by the 
plat.,and the calculation of tne remuneratics. fund as a function of the degree 
of completion of plan indicators, as wel. as pees ie with the other 
provisions of the oresert decree, rejecting payment for unsupported amounts. 


Banks have the obligation to subsequently verify, in enterprises, factor-es, 
plants, sections, and other units, under conditions stipulated by law and 
uncer the terms established by their owr work standards, the determination of 

physical production and other indicators as a function of which the 
remuneration fund is "@isteibuted, checzing the accuracy of the deta preser.cec 
regarding the completion of physical production and other indicators as a 
function of which the remuneration fund is calculated, and of those which 
determine the full payment of remunerations. 


Article 22. The Ministry of Finance, internal financial control organs in 
mMinastries, other central organs, county and the Bucharest peoples’ councils, 
nd pecples* councils in industrial centrais and trusts, will rigorousiy | 
verify as part of the fund control, the manner in which the remuneration fund 
is used, che legality of payments, the correct Feposting of indicators 
regarding physical production stipulated by the plan and in contracts, and of 
other indicators as a function of which the remuneration fund is calculated, 
aS well aS of the tasxs and indicators which determine the full payment of 
remunerations. 


Articie 23. Banks and other control organs will tanze measures to recover, 
inder conditions provided by law, the amounts found to have been paid without 
respecting legal provisions. 


Article 24. On the basis of their own ve ‘ifications, and in accordance with 
legal provisions, the organs of the Central Directorate of Statistics have the 
obligation to communicate to banking units differences noted regarding the 
data reported about indicators as a function of which the remuneration fund is 
calculated, aS well as indicators which determine the full payment of 
remunerations. 


Chapter iV. Final Provisions 


Article 25. Economic units have the obligation to take all measures to assure 
the necessary means for normal performance of activities and for consistent 
capability to pay, $0 aS *to cover on time and under legal conditions, all the 
payments that they have to maze. 


incapable of paying, they have the 

cay Suppliers which have respected their 
that have been received and whose 

have been accepted. 
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of Finance Law No 9/1972. 








Article 26. The Central Union for Artisan Cooperatives, the Central Union for 
ProGuction, AcCguls.tio7, and Sales Cooperatives, a$ we... aS other pub.ic 
OrGatiizations which have economic units under their jurssdict:on, wisi 
establish ways anc means for disbursing and controlling the use of ch 
femuneration fund for work in their subordinate units, in accordance with 25 
provisions of the present decree, with the approval of the State Planning 
Committee, the Ministry of Labor, the Misistry of Finance, ané financing 
banks. 
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analyze the content and manner of determi 

function of which the remuneration fund is calculated, and depending on 
results, will estabiish necessary measures in compliance “ith the provisions 
of the present decree. 


isions of the present decree will entail 
fractional, of penal responsibility, 


“Swe pee ; = “Guys ~lmay *- Ga - 
lepend.ng om circumstances, for damages caused by failure to comply with legai 
erovisions regarding the ca.culation, disbursement, and payment of 
remunerae*ions, raises, increases, and bonuses, or by the presertation of 

-~ 


inaccurate data leading *o the payment of undeserved amounts. 


Article 29. The provisicns of the present decree become valid on i October 
1963. For 1983, the cumulation of t lan indicators as a function of which 
the remuneration fund is calculated and di buted, will begin on the date on 
resent decree becomes valid. 9 @ same date, the regulations 
Stipulated in appendix 6, and any other contrary Stipulations, become invalid. 


7 } 


Article 30. Appendixes 1-6 are an integral part of the present decree. 
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ROMAN IA 


DECREE ON CONTENT OF CONTRACT-PLEDGE STATEMENTS 
Bucharest SCINTEIA TINERETULUI in Romanian 5 Oct 83 p 3 


[Decree of the Council of State] 


[Text] Decree Regarding Approval of the Content of Contract-Pledges for 
Enterprises, Centrals, Ministries, Other Central Organs and Executive 
Committees of County and the Bucharest Peoples’ Councils, as well as of the 
Content of Individual Pledges 


In applying the provisions of article 7 of Law No 3/1983 regarding 
contract-pledges, the Romanian Council of State decrees: 


Article 1. Approves the content of contract-pledges drawn up as follows: 


a) Between the state, as general administrator of the peoples’ property, and 
workers’ collectives in enterprises and centrals, as stipulated in appendix 1; 


b) Between the state and ministries, other central organs or executive 
committees of county and the Bucharest peoples’ councils, as stipulated in 


appendix 2. 


Article 2. Approves the content of the individual pledges stipulated in 
appendixes 3-5. 


Article 3. Appendixes 1-5 are an integral part of the present decree. 


Nicolae Ceausescu 
Chairman of the Socialist Republic Romania 


Appendix 1 (for centrals and industrial enterprises; to be suitably adapted 
for other units) 


Contract -Pledge 
Article 1. In order to consolidate worker self-management and economic- 


financial self-administration, increase the responsibility of worker 
collectives anc collective management organs for the development and 








protection of the peoples’ property, the judicious and efficient management of 
@ll the goods placed in trust, and the exemplary fulfillment of the tasks 
tipulated in the unified national plan for sociceconomic development, 


The present contract-pledge is drawn between the ministry ‘central 
organ, executive committee Oo: county or the Bucharest peoples’ council), 
Located at , a8 re ;resentative of the state--general administrator of the 
pecop.ies property--represented by ,» OM One hand, and the workers’ 
collective of the enterprise (central), located in , at the address 
P county, represented by , Girector ‘director general of the 
central --chairman of the executive bureau of the workers’ council--on the 
other hand. 





Artic.e 2. All a$$etS~--anh integra. portion of the peoples’ property--are 
entrusted to the workers’ collective in the volume and structure established 
by the accounts formulated on , for direct exercise of the prerogatives 
and responsibiiities Ceriving from the workers’ status aS Owners, producers, 
and beneficiaries, according to the principles of workers’ self-management and 
economic-fianancial self-administration. 


Artic.e 3. The ministry ‘central organ, executive committee of county 
or the Bucharest peoples’ council), aS party in the present contract-pledge, 
as administrator of the assets of units under its jurisdiction, and as 

ta siege of the State, .% responsible for solving general problems in 
the formulation and implementation of the pian tasks, for using with maximum 
efficiency the technical production potential of units under its jurisdiction, 
providing technical-Mater.ial Supplies, exploiting material resources at a 
Superior level, adopting new products and introducing advanced technologies, 
fully utilizing production capabilities, making rational and efficient use of 
manpower, ancrensing labor productivity, improving the quality of products and 
services, their profitability, a8 well aS exportation efficiency, and for 
guiding and controlling the management of entrusted assets on the part of 
workers’ cOllectives, in order *o estabiish necessary measures for eliminating 
observed shortcomings. 


Article 6. The worxers’ collective, aS party in the present contract-pledge, 
aSsu@Mes respons.bility for managing and Geveloping the assets entrusted to it, 
ot worker self-management and economic-financial 


based on the princip.es 
self-administration. To is end, it assumes the obligation to: 
a) Use with maximum efficiency the material and monetary resources entrusted 
to it, @ ‘Oo fully complete the plan tasks, introduce technologic progress 
anc improve p: sClLOh Gua@.ity, reduce the consumption of raw anc other 
materials, fuels, and energy, and increase the utilization of reusable 


ma°erials, 86 @3 * assure poroduction suppiies and distribution, increase the 
ef{fic.ier 7 ry ex, OFr*atisor ang * he prolfitabiiie J of Bia products and services, 
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and on 2his basis, the self-financing of all ectivities; 
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c) Use manpower judiciously, assure that only the strictly necessary personne. 
is hirec, improve the professional training of workers, and strictly respect 
work order and discipline; 


Gc) Use internal funds and other monetary funds only in accordance with the 
provisions of the plan and of income and expense budgets, with strict 
compliance with legal provisions; 


@) Develop assets, reimburse the funds received from society, create other 
funds stipulated by law, and participate to the greatest possible extent in 
the general progress of society. 


In aGdition to the obligations stipulated above, workers’ collectives in 
centrals are responsible for coordinating, guiding, controlling, and 
Supporting the activities of units under their jurisdiction. 


Article 5. The workers’ collective is directly responsible for, and assumes 
the obligation to establish the measures necessary to judiciously manage the 
assets entrusted to it, most efficiently exploit the entire technical 
production potential, assure the technical, organizational, and economic 
conditions for the scheduled and complete achievement of plan tasks, and the 
fulfillment of all obligations toward the state resulting from the present 
contract -pledge. 


Article 6. The executive bureau of the workers’ collective, as collective 
manager of the assets entrusted to it, has the obligation to fulfill the 
decisions of the workers’ collective and assure the conditions necessary to 
achieve the plan tasks, so that the working personnel will fully benefit from 
remunerations, from the production achievement participation fund, from 
profits and profit sharing, and from salary increases, under conditions 
Stipulated by law, aS well as from indemnities for temporary loss of working 
ability, vacation leaves, and all other rights to which they are entitied as 
workers, aS Stipulated in the Work Code and other regulations. 


The executive bureau is directly responsible for taking the measures necessary 
to use material and financial funds in Strict compliance with the purposes 
eStablished by the plan and the income and expense budget, as well as by legal 
provisions. 


Article 7. When reviewing the fulfillment of the provisions of the unified 
national plan and of the budget of income and expense, the general assembly of 
workers, based on the report of the workers’ collective, analyzes the 
completion of the provisions of the present contract-pledge and estabiishes 
the measures necessary for a firmer application of the orinciples of worker 
self-management and economic-financial self-administration, and of th 
socialist principles of remuneration, $0 a$ to increase economic efficiency. 


Artic.e 6. Workers, aS producers, Owners, ang benef.ciaries, are responsic.e 
for safekeeping, developing, and protecting the assets entrusted to them, for 
the ‘udicious management of these assets, and for the economic results 
obtained. 








Each worker has the right and obligation to speak about 411 problems which 
comcern the proper conduct of activities and their improvement, aS well as 
about the work of management organs, and tc participate directly in 
formulating, adopting, and implementing decisions. 


rticle 9. Newly hired workers assume the obligation to work in the unit for 
& minimum of five years, a period during which they are considered as 
associated members of the collective with the right of consulting vote. 


After the completion of a five-year period, associated members become members 
with full rights, a@ Status entitiing them to elect and be elected to 
collective management organs. 


Semiority aS associate member is considered uninterrupted when, according to 
1aw, the person hired maintains an uniterrupted seniority on the job. 


The management of the socialist unit assumes the obligation for the 
professional training of associate members, and for improving their 
professional training as a function of the qualification and rights stipulated 
by .a¥. 


Article 10. The present contract-pledge is drawn for an indeterminate period. 
The present conmtract-pledge was discussed and approved by the general assembly 
of workers or ,» af the presence of the ministry (central organ) 
representatives ° 

Ministry 

Punction 

First and .ast name _ 

On behalf of the workers’ coliective, director ‘director genera.) 





Appendix 2 fof ecOmom.ic Ministries and other central organs; to be suitably 
adapted for executive committees of county and the Bucharest peoples’ 
counciis) 

~ontract-Piedge 

Article 1. In order to fulfill the party and state policy in the branch 
domain), directly emercise in this branch (domain) the state's function of 
yeneral administrator of the peoples’ property, consolidate worker self- 
management and economic-financial self-administration, fulfill in an 

exemp.ary Manner the *tasa«s Stipulated in the unified national pian for 
socioeconomic development, and continue to strengthen and develop socialist 


err * *e + 
we eh ye 


The present contract-pleige is drawn between the State, represented by the 
prime-m.rister of the goverfupern: a& empowered by the Council of State, on one 
nanc, ena the ministry (central organ) represented by » in wis 
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ticle 2. The ‘Ministry, central organ) is entrusted with the 
administration of al. the assets of units unger its jurisdiction, in the 
volume and structure established by the accourts formulated on ° 


Artic.e 3. In executing the present contract-pledge, the Council of Ministers 
@stablishes measures to fulfill the party and state policy, directs, 
coordinates, and controls, under legal provisions, the activity of the 
ministry ‘central organ , taxes measures to formulate _ complete the unified 
national plan for soc.iceconomic development and the state budget, seeking to 
fulfill. the taSas aS$igned to the ministry peor: organ). To this 


end, it Organizes and assures the execution of party decisions and the laws of 
the country. 


rticie 4. The ministry ‘central organ, aS aG@ministrator of the assets of 
centrals, enterprises, iy other units unger its jurisdiction, in order to 
strengthen worker self-manag t and economic-financial self-administration, 
aS wel. a5 tO execute the present contract-pledge, assumes the obligation to: 


a) ASSure the most efficient utilization of the technical production potential 
of all uhits under its jurisdiction, and conduct their economic activities 
accorcing to pian; 


b Take Measures *O explicit material resources at a superior level, adopt new 
products and introduce advanced technologies, fully utilize production 
capabilities, judiciously Manage resources, reduce consumptions, and increase 
the degree of utilization of reusable resources; 


c Act tO increase labor productivity, improve the quality and competitiveness 
of products and services, aS well as their profitability and the efficiency of 
exportations, $06 aS *to constantly Strengthen economic-financial self- 
administration in ali units under its jurisdiction; 


© Jane Measures *o r 
orgenization of prody 
srafensional *raa~aning 
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nally and efficiently use manpower, coordinate the 
oi ane Lar, provide personnel, and improve the 


e, Organize and exercise control in all units under its jurisdiction, and take 
the “eastures necessary *O eliminate observed shortcomings, $0 a$ to Strengthen 
order ane Giscipiine iff each unit; 


m schedule, $0 a$ tC protect 


f, Act fiesBly to fulfill pian tasas Cully and o 
ne coi.ectives in units; 
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Will periodically analyze the manner in which are fulfilled the obligations 
anc responsibilities resulting from the present contract-pledge, establishing 


nes~tures for the most efficient management of the assets entrusted to workers 
hh wnats. 


The entire management council of the ministry (central organ), and each 
individual member, is directly responsible for the fulfillment of the 
obligations assumed through the present contract-pledge. 


Articie 6. The present contract-pledge is drawn for an indeterminate perica. 


The present contract-pledge was discussed and approved by the management 
council of the manistry (central organ) on ,» in the presence of the 
priame-minister of the government. 


Prime-minister of the goverment, minister ° 


Appendix 3 (for directors of central and industrial enterprises; to be 
Suitabiy adapted for other units) 


Pledge 


The undersigned _—_, - a& Girector (director general) of the enterprise 
(central) and chairman of the executive bDureau of the workers’ collective, 
aSSumes direct responsibility for managing the assets entrusted to the 
workers’ collective by the contract-pledge, and undertakes the obligation to: 


1. Take all the measures necessary for full and most efficient utilization of 
the production capabilities and the material, financial, and human resources 
which will assure the exemplary fulfiliment of pian tasks; 


2. Assure the efficient management of the entrusted material resources and 
monetary funds, and the development of assets in accordance with the 
principles of worker self-management and economic-financial self- 
administration; 


3. Take Measures to constantly improve production orgafmization and increase 
labor productivity, establish the functions and responsibilities of each work 
department, afm’ exercise an organized, constant, and efficient control at each 
WOrRm Station; 


Se Protect socialist assets and decisively fight against ahy hare to pubsic 
i 


5. Assure compliance with the standards of socialist ethics and equality, the 
development of comradely collaboration and mutual assistance, and a climate of 
worker discipline throughout aii activities; 


S« Maniiest aggressiveness and LniFs wmsagence toward ViG.ations of orcer and 
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Assuring the current management of the enterprise (central), I assume the 
Obligation to fulfill, under legal conditions, the decisions of the worke:s’ 
collective and the executive bureau, aS well as the tasks established by the 
higher hierarchy organ. 


| am aware of the legal provisions regarding disciplinary, material, civil, 
misdemeanor, Of penal responsibility for violating obligations concerning the 
efficient management of entrusted assets, protection of public property, 
dedication and disbursement of the unit's expenses from its own revenues, and 
fulfiliment of plan tasks and planned monetary accumulations, and assume the 
Obligation to fully comply with the provisions of the law and complete in an 
exemplary manner a1. the tasks assigned to me. 


bate 
Signature 


Appencixn @ (minister) 


P.ecge 
The undersigned » 45 minister and chairman of the management council of 
the ‘manistry, central organ), assume direct responsibility for 


administering all the assets entrusted to the ministry, in accordance with and 


in order to: 


. Pulfall the party and state policy in the ministry's area of activity, 
‘axing all the measures necessary to complete the plan tasks in an exemplary 


~ - r, 
<: : #T , 


2. Strengthen worker self-management and economic-financial self- 
aGministration in all units under the ministry's jurisdiction; 


3. rotect and develop the assets entrusted to the workers’ collectives in 
mits; to this end, i assume the obligation to protect socialist assets and 
fight decisively against any harm to public property; 


4‘. Comply exactly with party decisions, the iaws of the country, the 
standards of socialist ethics and equality, the development of comradely 

,liaboration and mutual assistance, assure a climate of worner discipline 
*hroughout a11 activities, and bring to account guilty parties. 


all my activity, I assume the obligation to promote the principles of 
,ective labor and management, and strengthen responsibility in f\ifiliing 








Appendix 5 
Pledge 

The undersigned , @S Member with full rights (or associate member), 
fulfilling the function (trade) of , at the work station , assume 
the responsibility to complete in an exemplary manner all my obligations as 
part of the contrect-pledge, and to actively militate for the strict 


application cof party decisions and the laws of the country in all my 
activity. 


Date 
Signature 








ROMANIA 


LAW ON VACATION LEAVE AMENDED 
Bucharest SCINTEIA TINERETULUI in Romanian 5 Oct 863 p 3 


[Decree of the Council of State) 


(Text) Decree to Modify Law No 26/1967 Regarding Vacation Leaves for Workers 
The Council of State of Romania decrees: 


Single article. Article 9 of Law No 26/1967 regarding vacation leaves for 
workers, is modified and will contain the following: 


"“Articie 9. (1) Unpaid leaves can be granted only under conditions and for 
durations established by law. 


2) For personnel which during the 12 months preceding the vacation leave, 
benefited from unpaid leaves whose cumulative durations exceed 30 days, the 
vacation leave is reduced by the time which exceeds this duration. 


‘3) The provisions of paragraph (2) do not apply when unpaid leaves were 
granted due to temporary reductions in « unit's activity. 


($4) Unmotivated absences are subtracted from the legal duration of paid 
vacation ieaves. 


(S) The unit's management Must post quarterly, the names of persons and the 
number of days Subtracted from their vacation leaves, for unpaid leaves and 
unmotivated absences.” 


Nicolae Ceausescu 
chairman of the Socialist Republic Romania 





ROMANIA 


LAW O'% PENSIONS AMENDED BY DECREE 


in Pomanian 5 Oct 83 p 3 


-< 


Bucharest SCINTEIA TINERETULU 


(Text) Decree to Modify Law No 3/1977 Regarding State Social Security 
Pensions and Social Assistance 


of State of FPomania decrees: 


-- 


vr, a * ‘ 
se “IUNC. 


‘gie@ article. Articie 9 of Law No 3/1977 regarding state social security 


“Article 9. (1, The work seniority to be considered in establishing pensions 
for work performed, «ss the time during which a person has been employed on the 
besis of a wora contract. 


2) Unmotivated absences and unpaid leaves are cumulated annually and are 
Subtracted from worn seniority. 


(3) The unit's Management must post the names of persons and the number of 
days subtracted from their work seniority for unmotivated absences and unpaid 
Leaves. 


of work seniority for the purposes of pensioning is provided by the 
filled according to law. 





YUGOSLAVIA 


FOREIGN INVESTMENTS ACCORDING TO REGIONS, SECTORS 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 15 Aug 83 pp 16-18 
[Article by Miroslav Prica: "Where Foreign Funds Are Invested" | 


[Text] In discussions recently held on the problem of high 
Yugoslav indebtedness abroad and the dramatic efforts to 
maintain liquidity at any cost in settlement of obligations 
falling due on the basis of this indebtedness, it is rightly 
pointed out that the problem lies essentially in the methods 
and effects of committing additional foreign fund 
accumulation. In this connection official assessments are 
made that up to the present utilization of additional foreign 
fund accumulation to a great extent has largely not been 
economically rational, and in many cases not expedient for 
society. 


There have thus far been .0 thorough studies of credit and financial 
relationships with foreign countries answering the question of the extent to 
which commitment of foreign credit for investment purposes is in keeping with 
the development priorities which have been set, or contributes toward 
strengthening of the production capacity of the sectors which have real 
prospects for permanently increasing Yugoslav participation in the processes 
of international trade and division of labor, and also production whereby 
replacement of certain raw and reproduction materials is accomplished on a 
rational basis, maintains further essential development of the basic 

economic infrastructure, etc. High quality information at the level of the 


individual investment project, both in the construction an activation stage and 
luring the period of operation, should be available for such research. 
Unfortunately, our existing information system in the investment sphere does 
not as yet permit such observations, and this, of course, is its greatest 
deficiency. 

With these restrictions kept in mind, an attempt is made here to deal in some 
deta with one aspect of this problem, that is, to demonstrate the regional 
and sectoral distribution of allocated foreign credit within the framework of 
the total amount of funds provided for financing investment programs the 
implementatior f which in propre t thu quest n redit [fr 
tore n bani ind other gn creditors whi h been approved and is ir 





rresoondi 


ier pro) 


si the 


‘eo 


rm of commodity credit for the procurement of equipment, as wel! 
im oof loans (for example, from the International Bank for 


struction and Development, the European Investment Bank, etc) the 


ny value of which in dinars serves to finance construction and 


cts, and also in the form of financial credit also converted to 


irs and used to finance investment projects in Yugoslavia. Not dealt 
th here are toreign funds which have been allocated through joint 
estments with foreign partners. 
wt reliance is placed on foreign funds? According to the latest figures 
r irces provided tor tinancing investment projects in progress 
ting the status as of the end of March 1983), credit from foreign 
d other foreign creditors amounts to 212.7 billion dinars, this 
: ti 14.1] percent of the total amount of funds secured from all sources 
-% billion dinars).¢ This amount in dinars corresponds to 3.355 million 
r ‘calculated at the rate of exchange of $1.00 = 63.40 dinars). This 
t is given by way of illustration, since foreign credit now in use 
ine it different times. In the absence of figures showing how much 
t f all ited foreign funds has actually been utilized, we wil! 
t te. it is assumed that the extent of utilization of these 
entical to the extent of completion of all investment projects in 
f » this amounting at the end of March 1983 to 55.7 percent of the 
‘ lue, it follows that about 118 billion dinars of foreign credit, 
tal amount of foreign credit allocated up to the end of the first 
rter 1943. Hence foreign credit representing around 94 billion dinars 
to be allocated to the time of completion of facilities construction 
. yrogre , 
tr ion nvestment facilities (which had not been completed 
f Morch 1983) the bulk of foreign credit has been allocated for 
investment programs initiated during the last plan period (1976- 
- reigt redit the dinar value of which is around 125 billion, or 62 
the total amount of all investments the value of which exceeds 
inar bout 90 percent of all investments), was obtained over 
1. Foreigt redit was accumulated over the 1977-1979 period for 
ruction of facilities begun over this period and representing 92 
ir r 4) per ent f total redit. 
‘ j investment projects initiated prior to 1976 and 
pleted amounts t pround 35 billion dinars or 17.5 percent. 
tments ititiated over the last decade represent 
. i r r *®U pe t f the current dinar ilue of credit 
r ré reditors. About 42 billion dinars have 
r i t me rojects initiated after 1980, that is, 
t t t t irrent value i iorels Cr lit: 0.4 
La +A in JB2, and 6.8 billi linars from 
; Mar ice 
r e tr 1 toward wer itment of foreis redit 
er 9 tne resuit tiatl } 
, 4 . . i ‘ } ; 
, lose 





This trend is also reflected in the decline in the percentage of this source 

if funds in the total amount of funds secured for financing investments 

in progress. Thus the highest percentage of foreign credit in the total amount 
if funds secured for !inancing investments was reached at the beginning of 

9/9, when it amounted to 16.3 percent (fat the end of March). From that time 

to the ime month in 19843 (that is, in a period of 4 years), the percentage 


f this credit has progressively decreased, to 16 percent in 


1940, 15. 
in 1961, 14.3 percent in 1982, and 14.1 percent at the end of March 1 


\ 


is in investment fund sources has 

me about 48 a result of the much slower increase in funds from this source 
ir mparison to domestic sources of funds. Over the period from March 1979 
to March 1983 the total amount of funds secured from all sources increased 
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/3 percent, this increase including 82 percent from domestic sources and 32 
percent from foreign sources. Significantly greater increase in the total 


mount of funds secured” has occurred mostly as a result of rapid growth of 


financial yerruns, which at the end of March 1943 reached the amount of 547 
billi dinars representing around 3/7 percent of the current adjusted 

. ; “ee ~ ’ 4 . r “ee 4 . r“y< 1 ] " 

; M ite 4: JAlLUe OT tj sitve ,t a 4 " it? pr 27re > ve it ha > been P i | sible t , 


ensure offsetting of the overruns (and there are indications that these 


Vers ire even greater) chiefly from domestic sources, since the foreign 
redit tained has bee in tixed amounts. 
atiat the regiona jistribution ft foreign redit? The regional! aspect 
mmitment of r inds for investment purposes (Table 1) is 
har terized first f al by the fact that the bulrs f the funds has been 
irmarked for investment in facilities located in the economically developed 
ren ind V dina Province, and secondly by the fact that the 
reat t amount f foreign credit has been allocated for the construction of 
i ities ituated n the territory f Serbia outside the jutonomou 
yt INCES, mething which ought to be done i viet f Serbia's level of 
ic development in mparison with the other economically developed 
republics. Thirdly, the « nomically underdeveloped republics, except Bosnia 
|! Herzevyovina, and ¥£ Province have a higher than average share in the 
ind ired for investment projects. Ihis, too, i logical, considering 
t he 1 greater need r A iti f additional accumulated capital to 
iD it ré rip ; ; eiopment j Crese repub! ie . 








Table 1. Regional distribution of foreign funds allocated for investment 
pro je« ts (status as of 31 March 1983) 
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1. Republics and provinces 
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4. Distribution in percent 

9. Out of credit trom foreign 
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creditors 
6. Share of 
total 
Bosnia 
4. Montenegro 


foreign funds in 


funds 


and Herzegovina 


What is the specific-purpose distribution of 
foreign funds (around 99 percent) have been 

projects, that is, for economic development 

iverage represents 16.4 percent of the total 
investment in the economy. By far the great 
illocated tor investment projects in the are 
them for projects in the phere of transport 


About 95 
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waterpower engir 
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percent of 


Croatia 
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Territory of Serbia 
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TOTAL 
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republics and Kosovo Province 
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Provinces 
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Table 2. Distribution of ivreign tunds for investment projects among sectors 
of the economy and noneconomic activities (status as of 31 March 
1983) 


Key: 
. Purpose 
. Amounts (in millions of dinars) 


] 
(2) (3) (4Es : , 
(1) 3 . ss 3. Distribution (percent) 
ne ? fF. «wf, 4, Share of funds secured (in 
4° 3° 533 percent) 


5. TOTAL INVESTMENTS 
(S)steue 70) 006 6. ECONOMIC INVESTMENTS 

7 

- 


4 is 
HIN KEUNE , . Industry and mining 
(6) Reet ne . Agriculture and fishing 
(Vs toretve Tot ae ee 9. Forestry 
(8) teune en) ee 10. Waterpower engineering 
(10) °9) Sone oo ll. Construction 
(11) Gratearsne — 1s is ‘a 12. Transportation and 
(12) vase aay) vCre Th se ta? communications 
i3 ——— an ' a” 2 13. Trade 
(14) a ees +n 02 12 i4,. Innkeeping industry and tourism 
(15) ferme” oe 08 1? 15. Handicrafts and personal 
ore st services 
a0) , ; ”? it 46 16. Municipal service activities 
(17) | ‘me 60k ote and urban and area development 
_— ’ , 17. Financial, technical, and 
“ a Some business services 
' 18. NONECONOMIC INVESTMENTS 
(20) ‘ ; 
19. Housing activities 
(21) ' 9 20. Education, science, culture, 


and information 
21. Health care and social welfare 


The great degree of orientation of toreign credit toward construction of 


investment tacilities in the sector of industry and mining is a result of 
the objectively greatest needs of introducing the current achievements of 
technical progress by importing foreign equipment and technology. However, 
the extensive reliance on foreign sources of funds is also a consequence of 


the ditticulties encountered in reaching the required level of concentration 


funds trom domest ic pOUrCEeES, in particular by pooling funds in the 
reproduction cycie at the level f the country as a whole, in a situation 
marked by intensitication of autarkic tendencies in development and by 
disintegration trends, which have objectively weakened reliance on fuller 
utilizatior t domesti potential Thi is ome if the main reasor for the 
naot | te nical inia té hnologi Gf pment ind negli t I significant 





domestic potential. Lastly, the insufficient resources and less favorable 
conditions for financing the marketing of our equipment on the domestic 
market have tavored an orientation toward high imports of foreign equipment 
on credit. 


The bulk of the foreign credit which has been allocated for construction of 
industrial facilities is connected with investments in the power engineering 
vector (32 percent) and that of production of certain basic raw and 
reproduction materials (28 percent), while the remainder (about 40 percent> 
has been invested primariiy in process industry branches. 


Analysis of this aspect of utilization of additional foreign capital 
accumulation requires fuller insight into the question of how much foreign 
credit has been allocated for more rapid development of activities which in 
the past and in this plan period have been designated as important for more 
harmonious overall development in the economy. These activities are 
production of goods and services whereby signficant results are achieved in 
export ind reduction of imports; power engineering based on use of the 


untry’s own energy sources; production of raw materials and primary 
products, especially in the sector of basic metals, nonmetallic substances, 
ind scarce basic chemical products; production of food, and especially of 


basic agricultural and basic food products; production of equipment and 
installations ensuring attainment of a higher technical and technological 
evel by the economy; and arterial routes of communication and integrated 


sllocated for economic investment 
rojects still in progress are oriented toward investments in these production 
ectors (Table 3). On the average the share of foreign investments for these 
purposes ranges around 18 percent, which is higher than the average share in 
economic investments. However, when it is remembered that the “other 


it two-thirds of the toreign funds 


ictivities” group also includes investments the purpose of which {is to 
j rease tne Yugo lav ¢ zport potential (pr cessing of nonferrous metals ind 
etailj substance Tr textiles, leather, and ¢ otwear, proc essing of timber, 
etc), it is estimated that about three-fourths of foreign credit have been 
mmitted for the development of the sectors of production more rapid progress 
which j f importance in ensuring more harmonious development of the 
‘ i wh ts 








Table 3. 


Distribution of foreign credit among activities more rapid 


development of which is expected over the 1981-1985 period. 
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Key: 


Purpyses 
Amounts (millions of dinars) 
Distribution (percent) 

Share of funds secured (percent) 
ECONOMY 

ACTIVITIES IMPORTANT FOR MORE 
HARMONIOUS DEVELOPMENT (I-VI) 
POWER ENGINEERING 

Electrical industry 

Coal production 

Coal processing 

Production of petroleum 
derivatives 

PRODUCTION OF RAW AND REPRODUCTION 
MATERIALS 

Iron ore production 

Ferrous metallurgy 

Nonferrous metal ore production 
Production of nonferrous metals 
Production of nonmetallic raw 
materials 

Cement production 

Manufacture of chemical products 
Manufacture of drugs 

Exploitation of forests 

PRODUCTION OF EQUIPMENT, SHIPS, 
AND INSTALLATIONS 
Machinebuilding 
Manufacture of rail 
Shipbuilding 
Manufacture of electric machines 
AGROINDUSTRIAL COMPLEX 
Agricultural production 
Manufacture of food products 
(processing of meat, milk, sugar, 
and vegetable oils) 

ARTERIAL TRANSPORTATION 
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YUGOSLAVIA 


roMic VIEWS ILLIOUIDITY PROBLEM 
Sarajevo OSLOBODJENJE in Serbo-Croatian 1 Oct 83 p 6 
lInterview with Momcilo Tomic, deputy to the director general of the Social 


Accounting Service of Yugoslavia, by Branislav Boskov--date and place not 


(Text] Momeilo Tomic, deputy to the general director 
of the Social Accounting Service of Yugoslavia: One of 


the direct yuses of illiquidity is, besides a strong 
inflation, large losses in the economy. The greatest 
problem is that our so-called priorities, the main 


hearers of development, are mainly for the benefit of 


The problem of dinar illiquidity is very real and is 
ecoming worse. In the first 6 months of this vear 
he rectiproca ebt of organizations of associated 


I ‘i r } i” reached J66 hill” TT dir iTS and is >] pere ent 


reater tnrar ° ear avo. 
The number f llectives with blocred transter accounts, 
, ‘ j , ,¥ , ‘ mnpaid , ig +? ii fr) m af the econony to 
tthe TIF Ss j YTOWitT . Al ny wit! this is thie high 
eve ’ 7 e his if lentecne ‘ ’ The orvgar izvat ior 2 of 
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, what ‘ f ¢ blatior f illiquidity and what 
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luction, should jointly finance that which interests them. 
think that it will take at least 2 or 3 years to secure working 
for the economy. In this period, therefore, investment must be 
y aS much as possible. But the tap should not be completely or 
turned off. Then, so-called priority objects, those which have co 
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That would neither be good nor useful. Therefore, I must emphas 
Sibility of turning off the investment tap completely. But that 
can be opened only as far as priorities demand. Everything else, 
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indeed receive some capital, it would be eased of the obligation to pay 

hack installments or interest. Some debts could even be written off. It is 
true that in some cases “deficits” would appear in banks. That, however, 
would be less of a problem than a shortage of money in the economy. In 

any case, everything must be carefully weighed and we must know what is 
what. What ‘ve the advantages, what are the consequences of every act 

which could b. introduced? These are the questions which must be asked 
before the decision is made on what is to be done. 


If short-term credits are transformed into long-ter: ones, for example, it 
would be valuable to know at the very start what kind of interest level must 
be applied. Will it be that which banks now charge? Less? More? That is 
one of the questions to which the answer must be known before any measures 
are taken. I repeat this because of practice. It is realistic, let's say, 
to expect that by the end of the year losses will be greater than they were 
at midyear. It is possible that they will exceed 100 billion dinars. Capital 
must be secured. If that is to be credits, along with interest, then the 
question is whether the collective will indeed get a chance to extricate 
itself from its losses, because losses appeared due to new debts in the name 
of interest. 


[Question] What can the Social Accounting Service do to assist in the action 
against illiquidity? 


The role of the Social Accounting Service is twofold. It must warn where 
capital is used irrationally, where the turnover coefficient is low. It must 
also provide information on how others are doing. On the other hand, the 
Social Accounting Service must do everything it can to keep capital moving in 
the channels of paid traffic, because that will allow the economy to quickly 
turn over its capital. 


These are important details, but they are details, nevertheless. I think 
that in the battle against illiquidity it is necessary to aim our weapons 
against inflation (about which we have spoken little). Unburdening the 
economy will facilitate the resolution of the problem of a money shortage. 
The problem is obviously very complex. Therefore, we dare not vacillate in 
idopting measures. 
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BRIEFS 


CONSUMERS FIN-IC’. POWERPLANTS--Yesterday in Electroprivreda B and H, after 

64 months of i-tensive work, the selfmanagement agreement about the association 
of investment capital for the financing of the development of electrical 
energy objects in the republic was signed. The agreement was signed by both 
the consumers of electricity (the economy) and Electroprivreda B and H, the 
electricity producer. The consumers of electricity will participate to the 
tune of 42 percent in the building of needed electrical energy objects planned 
to be built in Bosnia and Hercegovina by 1990. These will be the Mostar 
Hydroelectric plant (HE), the HE Visegrad, the Ugljevik thermal electric 
plant (TE) and the TE Tuzla. Debts from energy objects already completed, 
those for the completion of objects not yet operating and debts from the 
building of electrical energy transport and distribution objects will also 

be financed from this capital. A total ot 60 percent of the consumers of 
electricity in the republic expressed themselves about the agreement. From 
this number 75 percent supported the agreement and 25 percent were opposed. 
Since around 85 percent of the total consumption of electricity in Bosnia and 
Hercegovina was found to be within the 75 percent voting for the agreement, 
by all criteria, it can be declared as having passed. The possibility of a 
supplemental addendum to this agreement remains open. In this way 96,165 
million dinars will be secured, calculating the price of kilowatt production 
at last year’s rates. Nasko Volic, president of the SIZ of the Electro- 
orivreda B and H signed the agreement in the name of the consumers, and Vlado 
“ijatovic, president of the management council of the SOUR of Electroprivreda 
B and H signed in the name of the producer. [Text] [Sarajevo OSLOBODJENJE in 
erbo-Croatian 1 Oct 83 p1j] 12217 
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